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Ottawa, Ontario, 


Friday, March 24, 1950. 
MORNING SESSION 


T. H. COOPER RECALLED 


CROSS-EXAMINATION BY MR. EVANS - (Continued) 


MR. EVANS: Q. At the adjournment, Mr. Cooper, I 
had been discussing the restatement of the results of the 
Canadian National for 1949 as I had shown them from 
Exhibit 257. I was then going to give comparable figures 
for the Canadian Pacific. The Board's judgment of March 1: 
of this year found, as I think you will agree, that the 
deficiency of the Canadian Pacific on the new formula 
they adopted and restating the results of various increases 
in revenue from other sources during the year as though 
they had been ‘in effect for the full year amounted to 
$29,971,700; and Exhibit 49-181 proved in that case, 
showed that a 20% increase - and that was the total 
involved in the application, as you will recall - applied 
to the traffic volume for 1949, would have given the 
Canadian Pacific $28,954,422. That figure which I have 
just given is almost exactly $1 million less than the 
deficiency which they found in their judgment. The 
question I want to put to you is this. The deficiency, 
as found included of course a surplus of $15,235,000; 
so that when I speak Gn /detiatoncy of $1 million as 
between the deficiency and what 20% would give us, 
I suggest to you that the effect of a 20% increaee 
as applied to the Canadian Pacific over the full 
year would have provided, instead of a surplus of 
approximately $15 million, a surplus of approximately 


$14 million. Have you any reason to doubt that that is 
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the result of the Board's judgment, from you knowledge 
OL 1G? 

A, You are speaking entirely with respect to the 
Canadian Pacific? | 

Q. Yes. Will you assume that I am correct, because 
I think I am, What I am Suggesting to you is this. On 
the basis of Exhibit 257, which was put in yesterday, the 
Surplus of the Canadian National would have been $29 million, 

MR. O'DONNELL: That is on an assumed 
basis also. 
MR. EVANS: Quite So; and the asssumptions 

were discussed yesterday. 

Q. It assumes a 20% increase in effect for the full 
year and it assumes the elimination of this adding back 
of the deferred maintenance credit, which is also common 
to the Canadian Pacific so that I put against the surplus 
Shown in Exhibit 257 of $29,223, 000/ surplus on the part of 
the Canadian Pacific on the same basis of approximately 
$14 million. Have you any reason to question that comparison? 

A. I do not agree that you should take my Exhibit 
246 and change it to meet the Canadian Pacific's views 
with respect to the adjustments which should be made to 
the published figures, 

Qe Well.) = 

AY Youras me to make certain assumptions, and on 
the basis of those assumptions you ask me to confirm 
that a figure which the Canadian Pacific has compiled with 
respect to the Canadian National situation is correct. I 
read in the press this morning that the amant of surplus 
which may have gone, or would have gone, or could be expected 


to go into this reserve which has been Suggested was - in 
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the order of some fantastic figure of $250 million to 
$280 million. But none of the assumptions underlying 
thosecomputations are in the press, 

Q. I regret that fact as much as you do. 

A. May I finish my answer? 

Q@. Yes, please do so, 

A. My thought on that is this. When these figures 
get in the press and that is the public information, they 
get a completely wrong conception of what is being proposed 
unless all the implications and all the assumptions are 
there. When you ask me to agree that on these assumptions 
my figures would be restated, I cannot see why I should do 
it. I have submitted to the Commission what, in my judgment, 
the 1949 figures for the Canadian National Railways would 
be if these increases had been put into effect and the 
relief which our President is asking for had been made 
effective, My figure is $13 million. You are asking me 
to say that it is $29 million, and I will not Say it, Mr. 
Evans, 

Q. Mr. Cooper, I thought I was quite fair; and may 
I say before I go ahead that I regret that/ the reservations 
that we both had in mind with regard Poy eoeee figures should 
have got into the press without indicating what those 
reservations were, I am sure that you do not attribute 
to me any suggestion of giving those figures to the press, 

A. ,1 do, not, Mp, Evans; not at all, 

Q@. It would not have been part of my code that that 
Should have happened, Mr. Cooper. 

A. But it did happen. 

Q@. I know, but we have often had misrepresentations 


about the Canadian Pacific in the press, Mr. Cooper. 
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MR. O'DONNELL: May I just say this, my lord. 
It occurs to me that after all this gets down to the matter 
of argument. My friend makes a computation which he 
Suggests to the witness displays p certain position and 
he is suggesting joss two or three assumptions that are 
tied in with it the position might be something other than 
it would appear to be at first sight. I just draw to the 
attention of the aitench eee document which is not in 
but which is being referred to, the fact that it starts 
off with a figure which is the total revenue deficiency 
of the Canadian Pacific as determined by the judgment of 
the Board dated February 28, 1950. That is not a figure 
comparable with the figure on Exhibit Cote MMOXHL Oe coy 
Starts off with the net income deficit of the Canadian 
National Railways. The deficiency as shown by the Board 
of Transport Commissiongrs is another type of computation. 
I think Mr. Cooper is quite right in Saying that, after all, 
he should not be asked to make statements concerning the 
figures of the Canadian Pacific Railway Company. I do not 
think those two figures at first sight are strictly com- 
parable, In any event, Mr. Cooper's position is, Lt think, 
fair enough in these circumstances, 

MR, EVANS: I am sure that my friend does not 
understand what I have in mind, and I should like to make 
it perfectly clear, I said yesterday that I wanted to 
Show for the Canadian Pacific what the result would have 
been restated as Mr. Cooper's Exhibit 246 restated that of 
the Canadian National. 

MR. O'DONNELL: I have no objection to that. 

MR. EVANS: I say this. We all agree at this 


Stage, as far as the Canadian National and ourselves are 
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concerned that both feel that a 20% increase in rates 
which is now being applied for is necessary. I was merely 
restating both the Canadian National and Canadian Pacific 
results as though that 20% increase had been in effect for 
1949, because it seemed to me that to restate the Cana dian 
National results on the basis of 16%, when we believe it 
should be 20%, does not give full effect to the surplus 
position if we Succeed; and as long as both results are 
restated on the same assumptions, my thought was that there 
is a basis for comparability, with regard to the other 

item, the Commission will remember that in Exhibit 246 there 
was an item of $8 million entitled "Elimination of 
Special Credit from Deferred Maintenance Reserve," 

That item represents an adding back, as it were to the net 
income deficit of an amount which was taken out of a4 
deferred maintenance reserve instead of charging that amount 


to expenses for maintenance, 


(Page 19059 follows) 
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Now, we had a similar item of 74 million ana E* Just 
eliminated in arriving at the comparison, I eliminated it 
from both, and tT thought that produced a basis of 
comparability. I have no desire to be unfair to my friends. 
I am merely entitled, I think, to point to what would have 
happened had we had this increase which we both applied 

for, in effeet For the fully year and on the same assumptions 
as to the use of the deferred maintenance fund Le chink 

it is a fair comparison and there is no attempt on my 

part to embarrass anybody. 

THE CHAIRMAN: No, I agree “with that 1 am 

sure of that, but what is there to prevent you calling 

“. your own accuuntants to show how these figures have 
Operated in your case? Have you not Mr. Liddy here for 
instance? 

MR EVANS: We have him here. 

THE CHAIRMAN: Wouldn't that be more Satisfactory 
than asking the accountant of another railway to do your 
computations for you? 

MR EVANS: Well, I am content to do that. 

THE CHAIRMAN: It semms to me that would be 
much better. 

MR EVANS: I think I do not even have to call--- 

THE CHAIRMAN: Especially when Mr. Cooper says - 
and he must have reasons for it, because he is an expert - 
that he cannot ‘very well do what you want him to do. 

MR EVANS: Well, these figures are in the ‘Board’ 
judgment and in the Board's exhibits, and I am taking--- 

THE CHAIRMAN: They may be all right and they 
may prove the case that you have in mind, but it seems to 
me the best way to do it is out of your own witnesses. 


MR EVANS: Yes, may I noot take it that the 
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records of the Board in the 20% Case are part of this 
record here? 

THE CHAIRMAN: The record vof the what? 

MR EVANS: The Board in the 20% Case. 

THE CHAIRMAN: The Judgment you mean? 

MR EVANS: The judgment and the ExnToles. 

THE CHAIRMAN: And the documants that support 
the judgment? 

MR EVANS: Yes. 

THE CHAIRMAN: Is there any objection to that? 

MR O'DONNELL: TI have no objection to that at 
Sills my tora, 

MR FRAWLEY; My lord, may I just say this with 
regard to the draw-downs of the maintenance fund. There is, 
as I recall, a material eseenenee eee idea of the 
Canadian Pacifie Railway in connection with these draw- 
downs and the idea of the Canadian Nene Railways. 

Mr. Cooper told us, and if we did not know until now we do 
now know, that the Canadian National built up their reserves 
of deferred maintenance with the thought that they should all 
be drawndown and paid out within a certain limited period 
of five years. Mr. Cooper told us that: the Canadian National 
in the revenue case before theBoard said that that deferred 
maintenance fund was to remain in thedeferred maintenance 
fund for just as long as it was required to be drawn upon 
for what? To pay that portion of maintenance over and above 
normal maintenance, and the question then arose: what is 
normal maintenance? And that got to be quitte a problem 
before the Board of Transport. 

Now, I think it is important that the Cormmissioners 
Should have that in mind when Mr. Evans is drawirtg 4 


parallel between the two railways and endeavouring to 
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identify them in this matter of draw-downs from the deferred 
maintenance fund. Mr. Cooper teld us, no, that it was only 
put in with the idea that regardless of everything 
else it was to be taken out in five years. Now, that is not 
the Canadian Pacific idea as I have always understood it, 
and I think that distinctionis something that should be 
born in mind by the Commissioners when Mr. Evans is endeavourw 
ing to draw a parallel between the Canadian Pacific situation 
and the Canadian National situation. 

THE CHAIRMAN: It is all right for you to 


interject that now, and it puts us on our guard, as you say, 


but it would be better to wait until we have the parallel 
drawn and then take whatever objection--- 

MR EVANS: Of course my friend Mr. Frawley has 
either completely misconstrued the point I am making about 
deferred maintenance or else he is arguing the question of 
deferred maintenance, but I had no intention of arguing the 
question as a question of jeferred maintenance at all. 

Q. However if I may pass on, Mr. Cooper, I think 
we could go this far with you perhaps without offence, that 
at all events until the Canadian National does pay income 
tax, a dollar of increased revenue due to rate increases 
to the Canadian Pacific would substantially yield 65¢, 
whereas a dollar to the Canadian National would yield a 
Pull dollar. 

As mOulare Lenoring, the fact, of course, that to 
begin with we are not taxable for the simple reason shat 
we have no income. 

Q- Iam not quarrelling with you. I just wanted 
to have it clear that assuming we both met our fixed charges 
and we are going for an increase in rates which is going 


to add something to our net, a dollar obtained through an 
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increase, for the Canadian National is a full dollar until 
you do pay income tax, if you do; whereas in the case of 
the Canadian Pacific it amounts to 65 ¢ in net. 

A. That seems to me to assume or infer that the 
35¢ is paid by the Canadian Pacific Railway Company. 

Q. No, I think I see what you mean, that the 
roadway does not pay it, but I am saying that as regards 
the financial position of the Company and its ability to 
earn a surplus or to pay dividends, a dollar increase in 
revenue as the result of an increased rate means only 65¢ 
net to the Company; whereas in your case until you do pay 
income tax it means a dollar of net. 

A. But on the other hand if you include the 35¢ 
in your requirements and you recover by an increase in 
freight rates your requirements, it seems to me that the 
shippers have paid your income tax rather than the Company 
or its shareholders. | 

Qs «Yes, put if the shipper pays’ a dollar «to the 
Canadian Pacific as a result of an increased rate, BaCrOr 
that is income tax and 65¢ is net to the Company; whereas 
his dollar all goes to the Canadian National surplus. 

A. Well, that again seems to assume that your tax 
would be 35% of your gross revenue. 

Q. Oh, no, Mr. Cooper. Let us not be under any 
misapprehension about that. Let us assume that both 
Companies are barely earning their fixed charges. 

A. May I interject? Now, the Canadian National is 
not in the income tax class at all at present. 

Q. No, I know. 

A. So if you ceomfine your statements to the 
Canadian Pacific and put the question to me, I will try and 


answer it; but you were in effect putting the question to me, 
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as I understood it, that if you earned a dollar you paid 
35¢° of that dollars 

Q. No, no, 

A. Excuse me, I would like to finish my answer - 35¢ 
of that increase disappeared throught the income tax door. 

Of course that is not correct. 

Q. Of course I never inferred any such thing, Mr. 
Cooper.I said a rate increase produeed very largely net 
revenue. wu cannot assume we have not got revenue enough 
to pay our fixed charges. We have never yet failed to pay 
our fixed charges. So that so far as the effect of the 
dollar resulting from the increased rate, not gross revenue 
but resulting — from an increased rate, is concerned, of 
that dollar as a Senerality 35¢ goes in incometax and 65¢ 
reflects itself in the net earnings of the Canadian Pacific. 
I would have thought that was almost a truism. 

A) ame not quite Sure it is correct because tn 
computing your dollar requirement you increase it by the 
tax which will later be deducted from it. 

Q@. Of course we do, but I am speaking from the 
standpoint of an increased dollar paid by a shipper ats the 
result of an increased rate. Now, of that increased :dollar, 
35¢ goes in income tax and 65¢ goes in net. Now, all I am 
Saying to you is that if you arrive at our figure havi.ng 
regard to income tax, you get a different result in thre case 
of Canadian National because there is no income tax to worry 
about. 

A. Of course you can say the same thing about a wage in 
increase, that you only pay 65% of the wage increase. 

Q. I quite concede that, yes. 


A. Well, wouldn't it be better, Mr. Evans, ( and 


excuse me making the Suggestion) that if you make these stae- 
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Statements of your own accord to the Commissiog I don't see 
that I am called upon to support them or correct them. 

Q.. Well, if you prefer, leave it that way. I am 
quite content. 


COMMISSIONER ANGUS: Mr. Evans, I don't want to 


interrupt that argument, but would what you said about the 
income tax remain true if the Government went through with 
its policy of removing double taxation? I mean, would the 
Canadian Pacific Railway still show income tax as a require- 
ment if the whole of the income tax were offset by an 
exemption to the taxpayer? 

MR EVANS: I am not sure that I follow you but 
I gather what you mean is that if the income tax department 
Should say with ragard to the security holders of the 
Canadian Pacific that they would pay no income tax on their 
earnings from the Securities, but that the taz would 
nevertheless be levied against the Company as such upon its 
earningsafter fixed charges. Is that it? 

COMMISSIONER ANGUS: Yes. 

MR EVANS: Then I would think this, that the tax 
is at least payable once and I think Should make no difference 
so far as the shippers' charges are concerned, because once 
the tax has been levied against the Company inevitably 
it becomes part of the Company's cost of doing business. Now, 
then, after the dividends are paid or the interests are said 
on the securities, it seems to me that then the money is out 
of the Company's hands, it is out of the shippers' hands, and 
then really becomes a tax against the shareholder as such or 
the security holder 2S. Suen. 

COMMISSIONER ANGUS: My answer to that would be, 


isn't the shipper in substance paying for a tax exemption 
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that goes to the shareholder in the Canadian Pacific? If 
you have been paying a rate of dividend before the 
corporate income tax was imposed and continue that rate 
afterwards unchanged and then the corporate income tax 
is transformed so that the tax exemption goes to the 
Shareholder, he would have benefitted by that series of 
events and by getting, not so many dollars subject to 
personal income tax, but by getting the same number of 
dollars free of personal income tax; and the shipper 
would really be paying in part the tax exemption by which 
the shareholder was benefitting. Now, if you apply that 
argument (I am making rather a short cut), is not what 

is deductible in respect of the 1949 income not the total 
income tax paid by the company, but the income tax minus 
ten percent of its dividends. 

MR. EVANS: I think I see where you get to. You 
have quite a problem when you try to follow that through 
to the security holder because any porenes earnings never 
do reach the security holder and are therefore not taxable 
in any case in his hands. Now then, you get the equivalent 
result, but perhaps I have not seen through -- 

COMMISSIONER ANGUS: Well, the tax exemption which 
the security holder gets is 10 percent of his dividend. 

MR. EVANS: Yes. 

COMMISSIONER ANGUS: And that 10 percent of his 
dividend could conceivably be deducted from the income tax 
charge of the company on the grounds that they pay it to 
the shareholder. It would be possible. 

MR. EVANS: It is possible, but you might have 
another security holder who might have his sole source 
ef livelihood from the dividends of the Canadian Pacific. 
He might have that as a necessary basic exemption. But 
perhaps I don't follow all the implications of that. 


COMMISSIONER ANGUS: Well, the implication would be 
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if my point were riene (x Suppose it is really a point 
for the Board of Transport Commissioners and not for this 
Commission) that the proposition to get 65 cents in 
revenue we must charge the Shipper a dollar, would be- 
come that to get 65 cents in revenue we must charge the 
Shipper about 90 cents. 

MR. EVANS: I see. 

COMMISSIONER ANGUS; And that might make quite a 
sifference in computing the level of freight rates, I 
have no doubt it will be argued before the Board, but 
I think we might indicate it here because it affects this 
comparison between the two companies. 

MR. EVANS: I would like to consider the implications 
of that and how it could be done, but I don't know whether 
you know the extent of the holdings in the United States 
and in Britain. The majority of the holdings are in the 
United States and in Britain, and whether that could be 
worked out as a ~-~ 

COMMISSIONER ANGUS: Well, the position of the 
foreign shareholders is governed by international conven- 
tions which no doubt would be modified suitably to take 
account of the various situations. 

MR. EVANS; Well, I must say that I have not con- 
sidered the implications of it. 

@. Then just a further question, Mr. Cooper. I 
understood you to Say yesterday that in regard to this 
exhibit 246 the surplus of 13 million which you showed on 
that exhibit on the deductions you made there, would be 
wiped out by a decrease in traffic volume of 24 percent. 
Do you recall that statement? 
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Q. That statement I should think would only be true 
ieh an operating ratio of 100 per cent? 

A. No, I do not agree with that. 

Q. Well, $13 million as a percentage of your gross 
of say $500 million is roughly ot per cent, and you say 
@ drop in traffic volume of 23 per cent, which would be 
about the $13 million in 8ross, would wipe out that 
figure in net. That was whet I understood your statement 
to mean. Now, does that assume an operating ratio of 100? 

A. As far as that particular 25 per cent is con- 
cerned, yes, and I am prepared to stand on that. I feel 
thet on a minor recession of traffic in the order of 24 
per cent there would be no noticeable reduction in expense. 

Q. I would have thought -- and I only suggest this 
to you ~-- that with a minor accretion or reduction in 
traffic the measurable out-of-pocket costs would be rather 
small, and that perhaps is what you had in mind? 

A. That is what I have in mind. If you have 100 
passengers on a train ana 23 of them fall off or do not 
eppear, the cost of running that train is not diminished 
6t all. Your revenue is diminished by 24 per cent. 

Q. Well, I think you and Mr. Liddy were in 
agreement on thet, because I think he said the same thing. 
That was particularly true of passenger traffic? 

A. I think the same thing would apply to freight. 

I do not say there would be no reduction in expense, but I 
Say it would be very negligible, and, with respect to what 
we ere talking about, it is, I would suggest, a bagatelle. 
I pointed out that as against the 23 per cent we had an 8 
per cent reduction, 

BuGssvpethis point, .ifo1 mey, my lord, I would 
like to correct my evidence of yesterday. I said that 


With all these things done -- I was Speaking of the 1950 
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budget -- we would have a surplus of $2 million, and I 
Should have said that we would have had 3 deri tor 
$1,400,000. I would Just like++% 

MR O'DONNELL: Q. What page would that be, Mr. 
Cooper? } 

A. 18944, I had been doing some mental arithmetic, 
and I took our budget, I deducted the increase which went 
into effect yesterday, I applied the relief which the 
President had suggested, and in my mind I said the result 
is a surplus of $2 million, but I should have said a 


dePLere OPiS J400000.) ) Sods things stand for 1950, and 


apart from any wage increases, if our budget is realized, 


all these things done, we shall have aidenicit cof 
$1,400,000. 

MR EVANS: Q. May I suggest to you that with 
those conditions of declining traffic volume and the same 
condition existing as to operating costs upon which you 
make such an estimate for 1950, EYiowe conditions would also 
apply in equal measure to the Canadian Pacific? 

A. I do not see why I should have to discuss the 
Canadian Pacific in this matter sat all. 

Q. Well, Mr. Cooper, I think it is only fair that 
at least we should not take the position that the Canadian 
Pacific is something that is in a ‘closet Somewhere. We 
cannot discuss by way of comparison, because, after all, 
I have been trying to Suggest to you that, without trying 
to deny you relief, one must consider the method by which 
the relief could be afforded while protecting the Canadian 
Pacific. Now, my duty to my people -- and I really think 
to the Commission -- is to draw these comparisons without 
any i11 will whatever, without making any suggestion of im- 
propriety against anyone, but to make honest and fair com- 
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you to tell me and I want my friend to tell me, because my 
earnest desire is to make them fairly, in order that the 
true perspective mey result in en appreciation of the 
position of our company. Have I made myself clear? 

A. Yes, but you have not changed my thinking. I 
still think that--- 

Q. I thought perhaps I had. 

A. I still think that if you wish to speak for the 
Canadian Pacific before this Commission you have liberty 
Loy. dO. 580.4 but why you should heave me aS 2 spokesman for 
bringing out facts with , fespect to the Canadian Pacific 
I just cannot see. 

Q. Well, perhaps you misunderstood me. I at no time 
Suggested that you should be the spokesman, but I did 
Suggest that it would be valid in my cross-examination of 
you to make comparisons. Perhaps we should not spend too 
much time discussing it. I am going to pass now to the 
matter of uniform accounting for a womens and then I want 
to go Shortly to depreciation. I think you will agree 
with me, Mr, Cooper, “bhat=-- 

THE CHAIRMAN: Can you tell me what page, Mr. 
Evans? 

MR EVANS: Well, it is the very last part of Mr. 
Gordon's statement. I am not going to go into detai? 
about.-1it, 

THE CHAIRMAN: Oh, Mr. Gordon's Statement? 

MR EVANS: Yes. The brief of the Canadian National 
and Mr. Gordon's statement advocate uniform accounting, and 
I am merely going to ask two or three questions about it. 

THE CHAIRMAN: Do I understand, before you begin 
that both companies are agreed in principle on uniform 
accounting? 


MR EVANS: Yes, sir. 
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THE CHAIRMAN: Provided it is not too uniform. 

MR EVANS: I do not think that perhaps is our 
Veew. Ll think oune Suggestion we made, sir, was this, 
that with regard to depreciation it was perhaps wiser not 
to strive for uniformity, complete uniformity; toothe 
point where you might deprive either railway of the option 
to have that method of depreciation which was considered 
most suitable to it, My friends of the Canadian National 
in their brief make it quite clear that there are special 
considerations pertaining to that company, and they prefer 
the straight line. Now, unless you can have the two com- 
panies in effect privately owned on exactly the same 
basis, my suggestion to you is that specisl considerations 
might require a departure from uniformity in permitting 
the Canadian Netional to have its Straight line and per- 
mitting the Canadian Pscific to have its user method. 

THE CHAIRMAN: I understood that to be Your polni- 

MR EVANS: But I do Suggest, sir, that uniformity 
is primarily there, and I suggest this, that when you say 
to me, sir, that we do not went too much uniformity) «1 
Suggest in reply that you cannot have absolute--- 

THE CHAIRMAN: Do I not understand that both 
companies think this should be left to the Boserd? 

MR O'DONNELL: That is our view. 

THE CHAIRMAN: And you say the Board should leave 
you free to--- 

MR EVANS: Yes; and I understood until Mr, Cooper 
gave his evidence that that was also the position of the 
Canadien National in their brief. 

THE CHAIRMAN: I understand their position now 
to be that the Board should select some method snd impose 
that on both. 

MR EVANS: Yes. 
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THE CHAIRMAN: Q. That is right, isn't it? 
A. Yes, 

THE CHAIRMAN: Now, that is the difference be- 

tween you. I Just wanted to find out what it was. 

MAO DONNELE:)). 2) Chink ‘that was ous submission 
throughout, my lord, on the brief -- page 80 and so on. 

THE CHAIRMAN: Then in thet «case you want 
the uniformity to be absolute. 

MR O'DONNELL: Well, if there is to be uniformity 
I think our position is, it should be uniformity. On the 
other hand,we contend for one type of accounting on a 
certain matter and our friends contend for another. Mr, 
Cooper, I think, has Said, "Well, we will do our best to 
have our view prevail, but in the final analysis the Board 
Will determine the matter, and we will abide the outcome. 
Isn't that your position, Mr. Cooper? 

At Yes jrsir’. 

THE CHAIRMAN: That is what I understood. TI just 
wanted to make sure there was no misunderstanding here on 
what does separate you. 

MR EVANS: You see, on page 105 of the Canadian 
National brief there is 2 little three-line paragraph which 
reads as follows: 

"It is respectfully submitted that in any 
revision of the Canadian accounting classification, 
Canadian National be permitted to continue its present 
practice," 

Now, that I interpreted as meaning that there was 
also in the mind of the Canadian National, as there was in 
ours, that there should be option to the companies to adopt 
that form of Gepreciation which each thought was suitable to 
its needs. 


THE CHAIRMAN: Well, that paragraph would seem to 


an 39 noeevhp ok RE COA oll LARS. prs a 


eres it 


j | of \ ‘ ; ‘i ‘ “’ 
Bee Pas art eee nag ‘. t eae Mee 5, ; a. 


ay i Sie peu’ bee sit, nn 
4 cr 


chai oy Dee f i ie 4 bine ty a neo 
ecrey Ce EDD eg Rakin vara 


es BE eee & or ssa Ay. py ede eR os te 
Se TE Ee ce ton Ae ees AE eee Woe ein “8a 4 ¥ 


d a oe , ile fe ) 
og eee | 5 a ‘nh me | 
bike ; Lag) saeat Be a > ” cor ' E ; eee sy : 
aad beau ete gue, Lake 2. eqn i ae 

i zee : ; ey 
ri we “ty ; 


-ad dead oo OD ARH OW gaat ae oe 


i: Ph alte wy hadt et By Acad eri a 1 UF iy Ree er By pied oD sae ty | ten 8 
ee Rk eC geee an eS REE) Pee ce A RA 0 hi pee ROT ee Wit y 
| i nt 
y x 
7 ; 
a : 4 
A . ny “ i eo be - ee enue oh dees ry or 
Loy BRO ES Sri x ee Aa a rae: arses MI eS Ae ee 
‘ 1 3 4 , 
5 
: ty hy rated aly he care a Baan 
. : , md nag a a ad eer oa 
si je yy aa: P40 ae eu ¥ vv % 
4 if 
i , a 
\ t ie i " 
: « hdl “tee 
; 
f 
a la cate Be eare: hy 2 de eel caren i ete yy 
bait rT EPO SES Re ee Nite 12 | (ab es Ce SD a pi. idee eat fe bk 
j 
’ 
re ee Pa Gas ‘ ny ? } = Pind sot > aie 4 on Pee “Gn = 
(o) Grea Sheet Ds a as i 2 eS ‘ irs ett 3 Vem kee 
i . 
? * 
’ ; ula 
1 pe Las tat | 
des) Ft ie in gas, ath eth nh Zi Ba by ah tans ue | ones "s ea) 
: Mine Rg nee Seka Pint Ge “ NOs ep Gad $c5 Ma ne tate She ey 
' a i t ; 
: am : an 
big j 
( La hs Fit oe ag a cea te ; aren 
raw te . ay’ = ’ = ie <a f ag re i: ad - 
a Se aE ie gs Bike a ae vated. LehoLt evi mie i* 


van F) AEC Be Bekevn delete fo UE cee Wadi 


; Babs) 2) 


Ri uy “agene eu , Lepeeree aeebete.) sto “tke LLB ste ak vate el 
a , w . = 


iN, we . 1 


abe C gained apy scht mt OLIGO . ot babs ie 


pit u | Mi Dive 


ai, ia aah tele iitoet ca Lind fos cio iF rer set wo. Ae. 


RND 


-19072- Mr. Cooper, cr-ex, 


mean that. 

MR O'DONNELL: That paragraph, I think I shoulda 
just say, relates strictly to rolling stock. We will cer- 
tainly urge before the Board that our view should prevail, 
but we will have to abide by the Board's judgment. 

THE CHAIRMAN: Your view es set out in this para- 
graph is simply that you be left free, 

MR O'DONNELL: That is on the rolling stock. As 
your lordship pointed out the other day, it relates 
strictly to rOlling stock, but I think our position would 
be the same on anything. We will try to have our views 
prevail; they may not, but we will abide by whsetever order 
the Board makes. 

THE CHAIRMAN: In that case you would no longer 
be free. 

MR O'DONNELL: No, ultimately we would have to 
abide by whatever judgment the Board decided upon. Thet is 
the position, I think. | 

THE CHAIRMAN: That only declares once again the 
difference between the two companies. 

MR O'DONNELL: We are the same in many, many 
instances. Our practices are much the same, as Mr. Evans 
has said, in many, many instances. There are some differ- 
ences, and we will contend for ours and they will contend 
for theirs, possibly, and the Board will rule which is 
to prevail. 

MR FRAWLEY: My lord, I think it is well for the 
rest of us to understand. I rather thought that when Mr. 
Liddy left the box it was understood that the Canadian 
Pacific also said that they wanted uniformity, and they 
would go before the Board, they wovld urge their views, and 
in the end they would accept whatever ruling was made. 


It seems to me there is complete parity between the two 
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roads, and that is what I have understood. 

MR EVANS: I think my friend Mr. Brauiey as 
exactly right, except 38 to this point, that the Canadian 
National, according to the evidence of Mr. Cooper, would 
urge to the Board that there must be uniformity in depre- 
clation practices. The Canadian Pacific would argue to the 
Board that there need not be uniformity, but of course it 
would have to abide by the decision of the Board, just as 
any other railway company has to abide by its decision, 

MR FRAWLEY: No, that is a little bit different. 
I rather thought this Commission was being asked first to 
recommend that there must be uniformity, then the working 
out of the uniformity is to go before the Transport Board, 
in the making of these uniform classifications. I thought 
that we all agreed that this Commission Should recommend 
there be uniformity. 

THE CHAIRMAN: Well, Mr. Evans wants to be free 
before the Board to argue that, WHaRaven happens to the 
Canadian National, the Canadian Pacific should be left 
free to use its own method of depreciation wisn toythatwan? 

MR EVANS: Yes, sir. 

THE CHAIRMAN: And if the Board did not grant that, 
then you would have to accept the ruling of the Board, 

MR EVANS: Yes, sir. 

MR FRAWLEY: That is quite different, then. Then 
the Canadian Pacific is not seeking @ recommendation from 
this Commission thst there should be uniformity established, 
8nd then we go to the Board and the Board tells us what 
methods to bring about that uniformity be used. of course, 
if that is the situation, then this Commission is not being 
asked; the Canadian Pacific is opposing the views of other 
people who say that this Commission, either by changing the 


Statute or otherwise, should direct the Board to require 
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uniformity, then the manner in which that uniformity is 
brought about, either by making both methods user 

or by making both methods Straight line, and whether road- 
WEY Should be depreciated or not, those are all matters 
to be worked out by the Board. I thought there was uni- 
formity between us all in that recommendation; spparently 
there isnot. 

MR EVANS: My friend Mr. Frawley has again mis- 
construed what I said. There never has been en agreement 
between Mr. Frawley and me on this subject. I am going 
to state now exactly what my position is, Mr. Frawley, as 
Ihave stated it on several occasions. TI Seige this 
Commisston feels it must recommend complete uniformity in 
depreciation methods as a necessary incident to uniform 
accounting, then they should recommend the user method; 
but I strongly urged this Commission, and I still do, not 
to make such a recommendation, to recommend uniform account- 
ing, leaving it to the Board to decide whether one or other 
or both methods should be used for depreciation. Now, I 
cannot make it any clearer than thet, and I hope my friend 
understands me, 

MR FRAWLEY: You do, then, share the view of the 
provinces, that this Commission ‘should recommend that there 
be uniform accounting. Now, it goes to the Board to select 
the particular method, and one view will be urged and 
another view will be urged, and in the end--- 

MR EVANS: Surely this is an endless discussion, 
Mr. Frawley. 

MR FRAWLEY: Please! I am subject, not to your 
views, Mr. Ewans, but to the views of the Commission. 

MR EVANS: I was cross-exemining 3 witness. 

MR FRAWLEY: Please, please! 

MR: CARSON: If my friend Mr. Frawley--- 
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THE CHAIRMAN: What is it you wish to say? 

MR FRAWLEY: Now we have Mr. Carson interrupting; 
what that is worth I don't know -- not much, in my opinion. 
I was addressing the Commission, sir, endeavouring to 
clear up this thing, which seems to be somewhat confused. 

I think we are entitled to know precisely what the views 
ere, and if my friend says it is so clear, perhaps we 
might pursue it by running it through the transcript 
Someplace. I think it would be a Simple matter to state 
to the Commission what the Situation is, and for me to 

be interrupted and abused by counsel when I am addressing 
the Commission is just a little more than I appreciate, 

ft am satisfied, sir, that the Canadian Pacific should 
State to the Commission what its views are, and I thought, 
perhaps mistakenly, that there was unanimity between 
everybody that this Commission should recommend that 

there be uniformity of accounting, and then before the 
Board the particular method would be selected, thet 1s "aiie 

MR EVANS: My friend talks about being abused. 

MR FRAWLEY: Yes, I do. 

MR EVANS: If my friend will read the transcript 
he will find an exact duplicate of the statement I made 
this morning in that transcript. 

Q. Now, Mr. Cooper, just to begin this discussion of 
uniform accounting, I assume that you would agree with Mr. 
Liddy when he was in the witness box and he said that he 
felt that uniform accounting could only be accomplished by 
Joint consultations between the railways and the Board? 

A. If Mr. Liddy meant by that that there should be 
Some kind of round teble conference where the principles 
would be worked out to a mutually satisfactory arrangement, 
£00, not think I would agree with that. I feel that 


Parliament will place responsibility on the Board to pre- 
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Scribe a uniform accounting and to prescribe the classes 

of property which shall be Subject to depreciation accounting, 
and that responsibility placed on the Board is not one to be 
Shared with the railways. 


(Page 19079 follows) 
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{ think thate 1% will be for the Board to determine what 
the classification shall contain, and the railways will 
have to accept that whether they like it or not. I 

think that the Board would be well advised to consult 
with the railways. I think they would be foolish not 

to take advantage of the experience and judgemnt which we 
may have, But beyond getting our views and placing some 
evaluation on them, I do not think that this conference 

or series of conferences would go. What I am saying, 
Mr. Evans, is this. If the Board must get our concurrence 
in a conference before they can decide what the classifica- 
tions are going to be, I think that would not be a sound 
position to advance. 

Q. All I am suggesting to you is that the Board 
would certainly have to have before it the problems that 
a railway accounting officer has to meet from day to 
day in order to determine whether or not the classification 
Should take a particular form; surely that is so? 

A. The Board, in my opinion, should discuss these 
things with us and should get the point of view of the 
industry. 

Q. Yes. 

. They, of course, have their responsibility. 
- Oh, quite so. 
. They have final responsibility. 


A 
Q 
A 
Q. They would have to be the referég”. I agree, 
A. Not referee at all. 

Q. You say they would not? 

A. No. They would have to be the decider. They 
would hear what we have to say and in the final analysis 


they would say, "This is what we are going to do." 
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Q. That is what I mean by referee, 

Aw Oso sie, 

THE CHAIRMAN: Do you think there is much being 
achieved by this kind of examination? That is, you all 
wish to leave it to the Board.. The Board, of course, 
will hear you, They always do. 

MR, EVANS: It was only an opening question, 
my lord. I was not really putting any store by it. 

Q. I wanted to get this far with you, Mr. Coopr, 
that untform accounting would not, of itself, produce 
comparability of results? 

A. I do mot think so, no. For example, what I 
had in mind was this. By merely having uniformity of 
accounting, you could not overlook the possibility that 
some such things as pension funds being different in 
basis and having different benefits and costs, although 
accounted for on the same besis, cod produce resujts in 
the end, in the Company's statements, which would have to 
be taken into account in making comparisons, 

A. I am sorry you picked the subject of pensions 
as an illustration. 

Qs Peitst picked, it out of the air. 

A. I agree completely with the idea that even 
under uniform accounting classification. you would not 
have complete comparability except where the activities 
are identical. 

Qe, (ORs 

A. But when you speak of pensions, under the 
Canadian National pension plans we charge our operating 
expenses with the capital cost of the annuity or pension 


which will be paid to the employees after their retirement, 
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That means that we are not accruing anything for pension 
costs of employees while they are in service. 

Q. Yes, 

A. I do not know whether you are or not, but I 
could quite conceive that the Board would rule that you 
shall do it one way or the other, and you cannot do it 
both ways. 

Q. Yes. 

A. There would not be comparability if one Company 
is accounting for pensions after termination of service 
and the other one is charging out to expenses not only 
pensions for past service but accruing pensions of 
employees in service. 

Q. I quite follow that statement. What I was 
really going to was rather narrower ground. To get 
comparability of results with regard to pensions, you 
would not only have to have the oane kind of plan but 
the same kind of accounting; and the accounting in itself 
would not make different plans comparable and the results 


flowing from them comparable. It was the principle that 


I was getting at. You see, Mr. Cooper, there have been qa great 


many people here who think the magic wand of uniform 
accounting makes for complete comparability of accounts. 
I was merely pointing out the principle. There is no 
dispute between you and me on the subject. 

A. No. 

Q. I think you will agree that perfect comparability 
can never be made, as you say, even under uniform accounting 
unless you have exactly the same kind of expenses, the 
same pension plans and so on, Have I correctly stated your 


view? 
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A. If the Commission were interested in my expounding 
a little bit on what I believe would be Some of the benefits 
which would emerge from a regulatory authority, I should be 
glad to do so, But we have thought, my (lord, tthat) inthis 
matter of uniform accounting you would be concerned only 
with the broad principle and that the details would be 
left to the Board. This is a matter of detail. So far as 
the routine accounting work is concerned, I personally 
feel that there is absolutely no difficulty on the part 
of either company in doing its accounting, There are problems 
that crop up from time to time as to which we would wish 
to have discussions with the regulatory authority, and if 
necessary we would ask for a ruling. At the present time, 
for example, if I need a Paling Or atha ty eore.. l hookuto 
Washington whereas I should be looking to Ottawa. But I 
do not wish to go into any matters of detail unless it is 
really of importance, 

THE CHAIRMAN: I do not know whether Mr. Evans 
is trying to show that there are so many details of such 
an important character that the principle of uniformity 
Should be abandoned. 

MR. EVANS: Oh, no, sir, 

THE CHAIRMAN: If that is the case, it then comes 
down to a matter of procedure before the Board. 

MR, EVANS; May I put before the Commission 
what my position is, 

THE CHAIRMAN: Yes. You seem to say that uniformity 
may go so far as to disturb yow respective Companies! 
systems. 

MR, EVANS: No, 


THE CHAIRMAN: Are you afraid of that? 
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MR. EVANS: No, I did not Suggest that. 

THE CHAIRMAN: You were questioning Mr. Cooper 
apparently with that fear in your mind, it seemed to me, 

MR. EVANS: No, sir. May I put it this way, 

SA Pej ds think, our hearings here have assumed that uniform 
accounting in itself can make for perfect comparability 

of results, We are for uniform accounting, but I suggest 
to the Commission that it is Cretan too high ground 

to think that uniformity of accounting can produce that 
result, My point in my question to Mr. Cooper about 
pensions did not involve a dispute between us at all, 

It was merely to point to the principle that unless you 
had exactly the same pension fundsand exactly the same 
benefits, uniform accounting does not produce comparability 
of results as to pension funds, 

THE CHAIRMAN: Just by your saying that, does 
it not prove that it is not possible? 

MR, EVANS: I am finished with the POG. ne 
was just asking Mr, Cooper his view as an accountant, and 
I thought it would be a valuable one. 

THE CHAIRMAN: I understand, 

MR. EVANS: Q. I have just one other question 
on that subject of uniform accounting, JI think I understood 
your evidence in connection with a question put to you by 
Mr. Covert as to the treatment of the income received on 
the securities of the Toronto Terminals Railway Company 
owned by the Canadian Neitonad;/.f want you to correct 
me if I have interpreted’ you incorrectly. I understood 
you to say that, as a railway accountant, you felt that the 
income received by the Canadian National from the Terminals 


Company on the securities of the Terminals Company should go 
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into Rail Income. 

A. Assuming that the income statement of the Company 
is to be divided as between rail operations and non-rail 
Operations, yes. I said that in my opinion the interest on 
the bonds of the Toronto Terminals Railway, held by the 
Canadian National, should go into Rail Income, 

Q. Yes, I thought I understood you correctly. There 
are some concessions and so on, but the income from those 
securities is derived principally from payments made by 
the railway companies who use the station or the terminal? 

At, Yess 

Q. And those payments are charged in the expenses of 
the railway companies? 

4 uh Yes, 

Q. May I therefore suggest this to you. If you 
charge your expenses with the payments which give rise to 
the income, and you take the income in as revenue of the 
railway company, the freight shipper, unless you are on a 
return on investment basis, gets the use of the terminal 
for nothing? 

A. I do not agree with that. There is a third factor 
which you have not mentioned, and that is the interest 
on the funded debt. May I put it this way. The Canadian 
National has invested in the Toronto Terminals Railway a 
matter of about $12,900,000. I forget what the actual 
figure is, but perhaps for the sake of the discussion we 
might use a round figure of $10 million. The Canadian 
National has borrowed $10 million, and we are paying 


interest on that $10 million. That interest is in our 


-fixed charges. Let us say that it is being paid at the 


rate of 3%. We therefore have in our fixed charges, which 


in turn are rail, $300,000 of a charge with respect to this 
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particular investment. We have in our operating expenses, 


ér what we term "Joint Facility Rents", not $300,000 


but $500,000 because as between the cost of the money we 
pay and the cost of the money we charge to the Toronto 


Terminals Railway, there is a differential of 2%. 


Q. Yes, 

A. But in our rail expenses we have $500,000 and 
in our rail fixed charges we have $300,000. 

Q. Yes, | 

A. So we have a total charge against rail of $800,000. 

Q. Yes, 

A. If I do not credit to rail the $500,000 of income 
from the Toronto Terminal bonds, the situation would be 
that the rail side of our enterprise is charged with 
$800,000 and the non-rail side is credited with $500,000. 


Q. Yes, I can see your point.. May I Suggest this 


to you. If you had not borrowed any money on which you 
paid a fixed charge to the Canadian National who put 


up that capital, then the position might be different. 


A, Well, it would be different, of course, But 


again assuming - well, I do not know that I should make 


the assumption. We do not get $10 million out of the air. 

Q@. No; I know that. 

A. And there is a charge for $10 million. 

QO, *Hiite so; 

A, There is a charge somewhere on the funds needed 
to make the investment from which this interest income 
comes to us, 

Q@. I think you and I are in agreement .at this point. 
It really gets down to this, Mr. Cooper, as we suggest: if 


you take the income on these securities into rail income 
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you should also take in the investment in rail investment? 

A. Yes, 

Q. That clears up my point. To come now to the question 
of depreciation - and I am going to do this as quickly 
as I can - are you familiar with the definition of 
depreciation which appears at page 117 of our Brief and 
with which everyone here seems to agree, so far as the 
provincial accountants are concerned? 

THE CHAIRMAN: Are you talking about your own 
Brief? 

MR, EVANS: Yes, 

THE CHAIRMAN: Part I? 

MR. EVANS: Yes, Part I of our Brief. 

THE CHAIRMAN: What page? 

MR. EVANS: Page 117. 

Q. You are perhaps familiar with it, Mr. Cooper. » I 
will showj\it),to;you. 

Ane LSeoHLs it? 

Oe ores athia <issits 

A. Om reading it for the first time, Mr. Evans, I 
would say that it is a fairly correct definition of 
depreciation as I understand it. There are, I. would say, 
hundreds of definitions of what depreciation accounting 
1S, 

Q. Yes? 

A. They vary in language, but probably they all amount > 
ts pretty much the same thing; and I think, with that 
generality, I would be inclined to agree with it. 

Q. I think you would agree that the source is 
authoratative., The definition emanates from the Committee 


on Terminology of the American Institute of Accountants. 
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A. We do not ordinarily go to Outside accountants. 
We more or less would go to the Interstate Commerce Commission, 

Q. Yes, 

A. But in turn, we have a der enit den of depreciation, 

I think it is in our Annual Report for 1943. I do not know 
whether you have it. 

Q. Ihave not. I just wanted to Suggest this to you. 
Strangely enough, we found our expert accountants and the 
Provincial accountants in agreement on this particular 
definition; and I thought perhaps you had considered it 
because it has been in the forefront of the rate cases, 

After a slow start, we have obtained general agreement 
from the provincial accountants on that definition, 

A. If you have obtained general agreement, that would 
be very persuasive to me in making me think that probably 
you had the correct definition. 

Q. With that as a background, would you agree or 
disagree that the user method of depreciation is a systematic 
and rational method which complies with that definition? 

Ao Poy 


Q: “You donot? 


Q. You say that it is not systematic and that it is 
not rational? 

Ai ess. 

Q. Why do you say it is not systematic? 

A. I have explained that to the Commission, Mr. Evans. 
I read a statement here on my views on the user method of 
depreciation versus the straight line method; and unless 
we are going into an interminable discussion of the user 


versus the straight line method, I would just refer you 
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back, for my views, to the evidence which I gave two 
days ago. 

Q. I suggest to you that you are the only accounting 
expert who has not agreed that at least the user method 
is systematic and rational, 

A. When you say "the only accountant" just what 
do you mean? 

Q. There have been a great many accounting experts 
who have appeared before this Commission and before the 
Board, and I have never heard any of them Suggest that 
the user method is not a systematic and rational one. 
Some of them have disagreed with the user method, but 
none of them has suggested that it is not systematic and 
rational. In view of that fact, would you think your 
answer was a little bit categorical? 


A. I do not change my answer at all, Mr. Evans. 


(Page 19090 follows) 
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Q@. Then do you agree that depreciation (and I am not 
going into the details of this) do ‘you agree that depreciatio 
tion is a process of allocation and not of valuation? 

A. Allocation of what? | 

Q. Of allocation, not of valuation. That is what the 
definition: says: "It is a process of allocation not valuation". 

A. Allocation of what? 

Q. Well, would you like to look at the definition 
again? 

A. Well, it just says a process of allocation, and I 
say, allocation of what? 

Q@. Well, the definition is all I have to go by. 

I am sure you understand better than I do. 

A. I suppose it means allocation of service life 
value. 

Q. I suggest to you that it means allocating to the 
various years some portion of the depreciation charge. 

A. No, I think it means the allocation to fiscal 
periods of the service life of depreciable property. 

Q. Yes, now, could we agree--- 

A. Of the service value I should have said. I don't 
know whether I said value or life. 

Q. Well, so that it is a process of allocation, 
not valuation. Let me just read the balance of it. 

"The depreciation for the year is the por‘tion of 
the the total charge under such a system that is al located 
to that year." 

As. Pres + 

Q. Now, then: 

"Although the allocation may properly 
take into account occurences during the year, 


it is not intended to be a measurement of the 
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effect of all such occurrences." 

A. I think that is true. 

Q. Now, may I Suggest this to you. Isn't this 
involved, that any depreciation method does not attempt to 
make year by year diterminations of the physical deprecia- 
tion taking place in that year. 

A. Respecting railroads? 

Q. I am speaking of the generality of depreciation. 

A. I would not say that that is true with respect to 
all methods of depreciation accounting. 

Q. Isn't that whtthis definition says? 

A. I assume that that was as related to railroads 
rather than to all kinds of industry. 

Q. Well, this is a definition from the American 
Institute of Accountants, drawn up by its committee on 
terminology, to be found in Accounting. and Research Bulletin 
No. 20, and amended only as to the matter of Salvage in 
Accounting and Research Bulletin No. 22. You may be right, 
but I had no idea that the American Institute of Accountants 
was speaking only with regard to railways. 

A. Well, if you relate your question to railroad 
accounting (and efter all that is what is involved here) 
my answer will be "yes". 

Q. Yes, so that you answer "yes" to my questimn to you 
that the year by year allocations of depreciation in the 
accounts need not measure the physical deterioration take 
taking place in that year. 

A. That is true. 

Q. As long as over the period of the service life the 
total result is to recover the depreciable value. 

Ae. “ess 

Q. Then at page 18730 you rather suggested as your 
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first objection to the user method that it failed tO 
measure the physical depreciation taking place year by 
year. This is your firstobjection:. 

"First, wear and tear are not the only factors 
in depreciation. The use basis seems to attach 
little importance to the action of the elements 
and decay in causing exhaustion of service life; 
obsolescence and inadequacy also are important 
factors. OUr engineers tell me that in their 
opinion rolling stock is kept in better condition 
when it is in use and that deterioration takes 
place rapidly when equipment is held out of service 
for long periods of time. 

Use, in excess of normal or average, entails 
maintenance and repair expense in excess of normal 
Or average. By the periodic shopping of equipment 
the greater part of deterioration as the result of 


use is restored.” 


Now, would you like me to read the rest of that? TI want 

to come to the point as quickly as I can. I gathered from 
that answer that you felt tht your first objection to the 
user basis was its failure to measure physical depreciation 
year by year. 

No. 

That is not the basis of that? 


eee Dy Tah>. 


No. 
Q. Then if’ that is not, I pass-on. Now then, as 
far as road property is concerned the Canadian National is 
at present on what they call a retirement method? 
A. So far as other than track elements are concerned. 


Q. So far as other than track elements are concerned, 
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which are on a renewal method? 

A. Correct. 

@. And I think that you quitefairly said that in 
your view those items of road property should no longer 
remain on the retirement method. 

A. I suggested for the consideration of the Board 
when the question comes before them, that they should con- 
Sider the adoption of the replacement method 

Q. Yes? 

A. In substitution of the retirement method. 

Q. Yes? 

A. So that so far as roadway property is concerned 
not only would the track be on a replacement vbasis, but all 
roadway property would be on that one same basis. 

Q. I assume that you made that statement because you 
agreed that that was pretty generally a condemnation 
of the retirement basis of accounting. 

> Les 

Q. Now, then, would it be a fair suggestion to 

make to you that whether you are on retirement or 
renewal accounting, unless you have coupled with that a 
reserve, there would in many years, we will say, of 
depression, such as we went through in the 1930's or 

of wartime when you had not the materials and labour - 

a tendency after those properties have come to an end to 
find a bunching of retirements or replacements? 

A. Conversely, of course, you would have to take the 
Situation at the end of a period of prosperity, wouldn't you? 

Q. Well, I am not sure that I have in mind what you 
have, but I want to make my question quite clear so that there 
is no’ misunderstanding. Let us take a period beginning 


about 1930. We had a period of depressfon when revenues 


. ; hs o a Asa) 
gp ay bate rho be “ino sae untae + eas Y 
nit fa ae Le 
(eet: wae be cater i ROE: 46 yoaind t onett wey. To 


. a vis : ie : 7 
- paris a: Sdbomane hho. ona tte. ShAMS Ee, 


f f j py 4 ; MLL a2 
eas X Are , a a tae 
o ne ldatehiease”s as Oe: pedis oe EY see ae 
nag SaERRE aaah se Stadce eaeuno neste suD: end air 
ea ' TY 
bet At a oe mFS ern: Spies 2am satiobs add 16 obtas 


yi 


[sey «4 ff AEM C. 


treamit Poet, Sg ta note teed ye ne. AL. ec 


Pe DT nee aes! Pe Bs aes 2 eS 
t Vv al Wes Bye re vf by O& ‘ 76 f we ty Be . A oy : 


) o} ¢ A i o ih va g 
+ We ‘ AN al , t¢ eli a 
PAPAS BOT: & o-oo “yee Sid. Sts bs now G48 %, ” pe 


oP re é é i - hah eat al as etl * 
eee. smee eae RRA ao: be Bisow: Vs Teqorg  Gawks Om: 
i Pe es " 

iW tysmodade. (eee bem yoy dant sues: I’ D 


Hib werebins o yalLevetes, yorerg akw sade: ¢ Bre: ‘pewsie: Wis 
a aa) y ‘ , rr i “a 
Fe, | yA Gea eB i eee: remot kos ‘oett 20. mA 


ae ta} | ae 


“ 


tot mY 
oy filfne 
i, 8 a, wy ; } ie Ps 
: E ned ‘ ar i ee 
i : f aah awe Payrie. 2* ein Oe P a | 
| é rir wie? 6 8 “eu 4 Cory | Ararat PA AP Oe -o ed Wd ert ua 
4 y yi 7 si 
is ttehdeet Ho GER soe gonterte Tan? pay one atem: ~ 


i ’ 
x, tx. 


1S as allies peas Pee i ae ere ere thy £ ms a 
& todd oe i Bei gwes: evita seo lor .Sakenyeeoe, 2 a date iy Pa 
r- a - MY ra us 


’ D Pos I ear bs. y 
- 4 4 

. #1 ‘ Pe ay £ mck EE ee * het eek ' , aan 

if Yd Wed £E GW ow erase Gas at Bivew cteng ewranen “a 
og ’ i , a : 
oe i tang. fe fh 
e ee gote nonge 
pony 


“uy | 


egchie aunt ae no a 


d 


16 eomebat Ute 
ah " vi 


fel 
art Iteawd, a “bald oh 3 


ye is Sas 4 “<= 
a 


A 47, (m: ine 
Bow WON, aoe eo t¢ + cloerevod, A my a 
; sti ae? ha AW : 


ap 2 bia. vsnong hy. gonna ® to. Be 2 ae its é 


“in a x dadg ie ims 


FTP 


- 19094 - Mr. Cooper cr. ex. 


were such that expenses had to be maintained at the 
lowest level. For a privately owned company any charge 
to expenses for retirement or replacements of assets, 
retired under those methods, would either have produced an 
operating deficit or would have resulted in postponement 
of those retirements. 

A. The same thing of course applied to rolling 
stock. 

Qin On nis Ce). 

fe ol, think 1t ts inherent in depreciation accounting 
that there is a variation, as you yourself brought out 
in the preliminary questioning, there is a variation 
between the physical depreciation in a fiscal period and 
the charge whtch is entered into the accounts, and that 
obtains whether you are on the retirement basis or on the 
depreciation basis. To some extent it is also true with 
respect to the replacement basis, but I do submit that 
the replacement basis measures the actual position better 
than eitther of the other two. 

Q. Well, if I may just pursue that for one 
moment. I really do want to finish. My point is this, 
that in those periods of which I have Spoken, the depression 
where you don't want to make charges to expenbes followed by 
a war in which even if you had the money you could not, 
the tendincy in the post-war years would have been that 
you would have then been called upon to make a very large 


number of replacements with very substantial charges in 


a given year or series of years, to expenses 


A. ‘Uhm. 
Q. May I suggest to you that one of the great advan- 


tages is that those retirements can be made in the ordinary 


course and charged to the reserve, and that you do not get 
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those wide fluctuations in charges to expenses that are due 
to a bunching of retirements and replacements. I think 
that is fair. 

A. It perhaps is one of Ae arguments in favor of 
depreciation accounting. I think ( and I have not taken 
any other position) that there is a great deal to be said 
for depreciation accounting 4S applied to roadway property. 
My conviction is that there are many arguments to the 
contrary, and that on balance the arguments against .- 
outweigh the arguments in favour. Now, if you put to me 
one question--- 

THE CHAIRMAN: Did you say the arguments against 
outweigh the arguments in favour? 

Peas re TP aro nae te just the questions where 
my answer necessarily must be in the affirmative in the 
favourable ones and we Stop there, then the result of your 
cross examination is to make my evidence appear to be 
favourable to your contention, and I don't just think that 
that is going to leave the situation in a satisfactory 
position. 

Q. Well, I have no desire to prevent you expressing 
qualifications in your mind if you fee.l that my questions--- 

A. Then may I explein my position,on this thing, 

Mr. Evans, and my lord. Again I say tha t we have assumed that 
this matter of depreciation accounting wi.ll be dealt with 
by the Board on the question of broad policy. I take it 

that the board 
you will make a recommendation/shall, or sh#ll not prescribe 
uniform accounting, and that you will recommend that the 
Board shall or shall not prescribe the classes’ of property 
which are to be made subject to depreciation accounting. 
If the Commission is going to go beyond that, if it is going 


to decide this question of user and straight line method, 
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then I think we would have to go into it at great length 
indeed. The subject can be discussed g@ foe days. 
Proceeding on the assumptronthat your consideration of it is 

on the higher level and not in matters of detail, I restrio- 
ted my evidence to a brief summarization of my views. 

Q. Yes. Sorry - have you finished? 

Aiea OVeS, 

Q. Iwas just going to say to you that I would 
not have thought that the matter was something that was 
going to be decided by this Commission, but since your 
views were so strongly expressed, I felt obliged perhaps 
to test them. In doing so I want to be perfectly fair 
and I recognise that there can be differences of view, 
but I am going to Suggest this to you, that the preponder- 
ance’ or opinion is definitely in favour in this country 
and the United States of depreciation accounting rater 
than renewal accounting. 

MR O'DONNELL: Won't the Commission have 
to determine that upon what has been put before it? 

MR EVANS: Q. Wouldn't you say that was a 
fair statement? 

A. Are you speaking of the railroad industry? 

Q. I am speaking of accounting opinion generally 
aS to depreciation and preference for renewal or replace- 
ment. 

A. I think that is too broad a question to put to me. 
I don't know what is in the minds of all accountants 
of all kinds of industries throughout Canada and the 
United “States. 

Q. Well, there has been a very definite trend 
towards depreciation accounting in recent years. 


Ae ai) don't know as to that. 
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Q. There has been at least in the railroad 
industry in the United States. 
AyasYes;nand that sin my opinion is all tied in 
with the income tax problems which arose as a result.of 
the war. 
that 
Q. Well, would you think it would be justifiable 
there should be some recognition of the income tax problem? 
A. Yes, and I have suggested for consideration, 


Mr. Evans, and I wish you would keep an open mind on it, 


a method which would in my opinion improve your income tax 


position vis-a-vis the depreciation method. 

Q. Have you made that suggestion here? 

A. Yes sir. 

Q. Would you mind FeveaGane Ney 

A. I have suggested that there shall be considered 
by the Board when this matter is before it, the adoption 
of replacement accounting with repect to roadway property. 

IQ. Yes? 

from 

A. And in my opinion/the taxpayers point of view 
there would be an advantage to him if the requirement 
method were adopted instead of depreciation accounting, 
either on a straight line basis or on a user basis. 

Q. Yes, well, the only question really tht arises 
between us on that is the means by which you can avoid this 
degree of bunching of your replacements and retirements. 

A. You see, you are getting back into detail. 

Q. No, this is not detail; it is a matter of 
principle. Now then, I don't want to pursue you too 
closely on that but one question om the British Railways. 
The British Railways before nationalization were always on 


a renwal basis. 
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A. I don't know, Mr. Evans, and my information 
with respect to the British Railways is as follows. I 
received last year a report issued by the British Transport 
Commission of the affairs under its jurisdiction for the 
year 1948. It is quite a document, and I find it most 
interesting. I was particularly interested to note--- 
THE CHAIRMAN: Pardon me, its that its first 
year? 
A. *Yes, my lord. 7 
MR EVANS: I think I have seen it; Sut DT have 
not read it all, I must confess. 
THE WITNESS: Well, as a report of a railway 
System I would say that there is nothing in the world 
to equal it, and that is a pretty broad statement. I was 
interested in reading it in many of its phases, but I was 
interested when I came to see what they had done with 
respect to the matter which we are now discussing. They 
pointed out that when these tremendously big activities 
were placed under their jurisdiction, they had all the 
railways much of the highway transport, the London Trans- 
port system, the canals, the docks, the hotels - probably 
the biggest enterprise (we don't know what is in Russia, 
but certainly outside of Russia) the biggest enterprise in 
the world. 
They had to decide at the beginning what policies 
they would adopt as to organization, administration, 
operation, accounting and so on; and in the accounting 
Section they had to deal with this question of accounting 
for wear and tear, obsolescence, inadquacy and all the 
other factors we have in mind when we speak of depreciation. 
It was very interesting to me to find that with respect to 


rolling stock they decided that they would adopt depreciation 
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accounting and it should be computed on the straight line 
method. I said to myself that at any rate the Canadian 
Railways are on all fours with the British, and I knew 

we were on all fours with the United States railways. 

So I felt that we had good companions walking alongside of 
us. 

Now,when we came to investigate what they had to say 
with respect to depreciation on roadway property, they said 
"We will adopt the replacement method". They turned their 
backs on depreciation accounting for roadway property. 

So I gave that matter a great deal of consideration, and I 
finally came to this conclusion, that instead of coming 

and saying 
before this Commission/that the Canadian National has got 
a perfect plan with respect to accounting for roadway 
property, that maybe these people have got something better, 
and I think that what they have should be considered. 

I am saying to my friend, Mr. Evans, that if he would 
look at that with an open mind and having in mind his tax 
problem, he might find there Something that would solve his 
problem better than the one he has got. 

MR EVANS: Q. Well, you recall what Mr. May 
Said in his evidence before the Board about that. He 
thought that replacement accounting through a reserve might 
be superior to depreciation accounting as it is now 
practised. 

A. Well, you may have a great deal of respect for 
Mr. May, but if you want to stack Mr. May up against the 
British Transport Commission, that is all right with me. 

Q. You disagree with Mr. May at all events? 

A. I really don't know Mr. May, and I don't know 
what he said. I understand he is retired, Am I right? 


Q@. I assume he is. Does that make him any less an 
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authority on the subject? 

A. Yes, I think it does. 

Q. You do? 

A. Ido, I think that when I retire my mental 
processes will not be quite as acute as when they are 
working full time. 

Q. I suppose that would apply the day-- 

MRO'DONNELL: There wouldbe a write-off 
at that time? 
THE WITNESS: Yes. 
MR EVANS: Q? I suppose that would be an 
instantareous transformation the day you retire? 
A. I wouldn't say instantaneous; it could be 


gradual. 


(Page 19100 follows) 
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---Upon resuming: 

MR EVANS: Q. I am sure you are going to be as 
glad as I am, Mr. Cooper, that I have Just about one more 
question to ask you. 

Point LL bre to Say Yes. 

Q. The one question TI had left to ask you was, did 
you or did you not know that the British railways were on 
renewal accounting or, aS we have called it, replacement 
accounting, for both roads and rolling stock prior ito the 
recent adoption of depreciation eccounting for rolling 
stock? 

Pie yi obo Ls any understanding that they had differing 
methods, Mr. Evans, 

Q@. Was not, in your view or your recollection, the 
practice almost entirely renewal accounting for both, 
prior to this recent adoption of depreciation accounting 
for rolling stock? 

A. I once worked with =a British railway, you know, 
and they go, or they did go, more in the way of reserve 
accounting, 

@. Renewal reserve accounting? 

A. Yes, it would be renewal reserve accounting, mean- 
ing by that that they would say, we can afford to put into 
a reserve 200,000 pounds for the renewal of the maintenance 
of way, depending on the prosperity of the enterprise in 
thet year. It might be 100,000 pounds or 250,000 pounds; 
it was according to their degree of prosperity. Now, it was 
out of thet reserve that they paid for their major renewals. 

Q. And the purpose, may I suggest to you, of the 
reserve would be to get away from this difficulty about 
bunching in periods when their earnings might not permit 
them to make tthe necessary replacements? 


A. To seome extent, yes. 
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Q. Thank you, Mr. Cooper. I am Sorry to have kept 
you so long. 


MR O'DONNELL: I have no questions, my lord, 


COMMISSIONER INNIS: a. Mp. Cooper: 1 Bn not 
Sure that I should ask you this question, but on the insert 
which was put in Mr. Gordon's presentation, is it to be 
inferred that the Canadian Nationel Railways has been 
persuaded to build branch lines unnecessarily? 

Ae. think tt the period sround 1926-27-28-29 A 
would say the railway wes persuaded to build branch lines, 
yes, 

Q. And this is a fear which persists down to the 
present time, that is to Ssy, down to the time thet the 
President inserts this in the Statement? 

Bat hao NOt titinic ae is immediate; I do not think 
it is acute today. 

Q. Well, he must have hed some feeling that it was 
acute, or he would not have PaUs oan? 

Ae Les. Well) of course, this submission has in- 
volved a review of the affairs of the National System for 
8 period of time, that is, the last thirty years, end these 
facts have come up to the surface, it has been noticed that 
these things were done, and I think the President has in 
mind that we must try to prevent 8 recurrence of things of 
this kind, 

@. Does the Act make eny statement on that question? 

MR O'DONNELL: Not on the division as to the 
capital, 

COMMISSIONER INNIS: Q. That is to say, could 
Parliament or the Government under the Act compel the 
Canadian National Railways to build branch lines? 

A. I think as the sole owner they could, yes. 


MR O'DONNELL: I know of nothing under the Act that 
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Says that, but if the Government built a line it could 
be entrusted under the provisions of one of these Statutes, 

THE CHAIRMAN: Mr. O'Donnell, railway extension 
may be required by the growth of the country and so on, 
Does this mean that in such a case the Canadian National 
Railways would be left EPee\ to’ do! 1$6- own extension work, 
without any suggestion being made to it either by the 
owners, the Government of Canada, or anybody else? 

MR O'DONNELL: Well, I think all Mr. Gordon is 
CUPYLNEETO say there is that he would like to judge on its 
merits the question of eny future development lines, and 
that he would hope that not more than 60 per-cent? of at 
would be financed by interest-bearing securities. When he 
Said that he said, "I would not want it to be thought that 
when I said that, I would build. sny and” ai? development 
lines which may be Suggested to me. I would like to review 
On its merits each case as it arose." 

THE CHAIRMAN: Yes, I know. We must read that 
8S a part of this peragraph 3, I suppose. Paragraph 3 
talks about the financing of future development lines, 
that they should be financed to the extent of not more than 
60 per cent by interest-bearing Securities, and the balance 
Supplied by the Government sgainst the issue by Canadian 
National of equity stock. Then he says, "Now then, if you 
accede to that, do not misunderstand us. We do not intend 
to say by that that we “are volunteering to build anything 
you may suggest to us." 

MR O'DONNELL: That is right. 

THE CHAIRMAN: "We want to be free to say that 
we will build or will not build." Isn't that what he says? 

MR O'DONNELL: Well, I think he is merely saying, 
"I want to act as a prudent menoger would, and to review 


the merits of any particular case." 
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THE CHAIRMAN: Is that a departure from anything 
that has been going on up to now? Does it apply to all 
future lines? 

MR O'DONNELL: Well, I don't know that there 
has been any arrangement in the past whereby cepital was 
provided on the lines mentioned by Mr. Gordon in that 
peragraph -- that is, 60 per ent. by interest-bearing 
Securities and the balance on an equity basis, 

THE CHAIRMAN: You see, there is 3 matter of 
national policy there. Here is a railway which belongs to 
the Government, and your company operates it. You your- 
selves may build, according to this section I have just 
been looking at, with the approval of the Government. Mr. 
Cooper tells us that in some years twenty years ago, end 
SO on, you did build at the request of the Government. 
What is to be the policy for the future? I do not Suppose 
Mr. Cooper is the one to tell us. 

MR O'DONNELL: I do not know whether it was 
expressly at the request of the Government those years back, 

THE CHAIRMAN: I understood that woe Deka 

MR O'DONNELL: The initistion of the project under 
the Act has to emanate from the railway itself, .and the 
approval had to be obtained and go on. 

THE CHAIRMAN: That is so, but I thought Mr, 
Cooper said to Dr. Innis thet twenty years or so O20 5. in 
1928 and 1929, some lines had been built by the railway et 
the suggestion or proposal of the Government, 

Q. Isn't that what you Said, Mr. Cooper? 
Ae Yes. sir. 

MR O'DONNELL: That may be so; I don't know. 

THE CHAIRMAN: I am not Saying there is anything 
wrong in that or anything right in that. After all, the 


Government ore the owners, 
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MR O'DONNELL: They own it, 

THE CHAIRMAN: But the question is, from now on 
does this rider to this clause 3 mean to extend so far as 
to say that the Canadian National Railways want to be put 
into the position that henceforth they are not to be asked 
-- Suggested is the word used there -- to build any branch 
line’ unless they themselves make up their minds that they 
want this branch line and proceed to get the proper author- 
ity to: bulla ie? 

MR O'DONNELL: I think what Mr. Gordon is saying 
is that he wants to have the right to exercise his judgment, 
or at least to put forward his views, and thst when he 
Said that future development lines should be financed to 
the extent of not more than 60 per cent by interest-bearing 
Securities and the balance to be Supplied by the Govern- 
ment, it would not necessarily follow that any Suggested 
future development lines should automatically be built on 
that basis. He would like to hayé the right to put forward 
his views ss to the advisability of building... I think that 
i aE YB ae 

COMMISSIONER INNIS: The inference is that it 
Should be free, and that presumably means that it is not 
free at the moment. 

MR O'DONNELL: Yes, should be free to consider 
each individual case. 

THE CHAIRMAN: "The Cansdian National Railways 

Should be free to consider on its own merits Sect 
individual case of developmental line which might be 
proposed in the future." 
That might mean that hitherto they have not been free; I 
do not know. But, you see, there is a question here that 
Cannot be ignored; we have had applications here, for in- 


stance--- 
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MR O'DONNELL: That is right -- to fill the gap, 
end others. 

THE CHAIRMAN: People have brought maps and 
Said, "Here, there should be 3 line of railway built from 
here to there," so we cannot el baeetias ignore that, 

Since Mr. Gordon did interject this rider to thigesub— 
section 3, we shall have to hear more about vo ole Coane. 

MR O'DONNELL: WeLle that. 138 understandable, 

THE CHATRMAN: As to what the management of the 
railway now has in mind as 3s policy for the future. 

MR O'DONNELL: I think Mr. Gordon has in mind 
there endeavouring to restrict the amount of the fixed 
charges, and not allowing it to be built UPWA Zo Lt. ayolt> the 
gets the adjustment he asks for this time, he wants to 
hold that. 

THE CHAIRMAN: There again, perhaps Mr. Foir- 
weather will be found qualified to answer those questions; 
I do not know. 

MR O'DONNELL: Well, we can try with him, my lord. 

THE CHAIRMAN: We will leave it to you, Mr. 
O'Donnell. 

MRAQ!}DONNELL: . Yes, I will be glad to. 

THE CHAIRMAN: Now, does anybody else wish to 
question Mr. Cooper? (No response). 

We thenk you very much, Mr. Cooper. You heave 
been very kind to us. 


THE WITNESS: Thank you, sir. 
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MR O'DONNELL: Then I will call Mr, Fairweather, 


mY Lord. 


S. W. FAIRWEATHER, Called. 
EXAMINED BY MR O'DONNELL: 

aie miive en We Foirweather, Vice-President of Research 
and Development -- that is your title, isn't it, Mr. Fair- 
weather? 

A. 6Yes. 

MR O'DONNELL: I might say for the information 
of the Commission that Mr. Fairweather has been engaged in 
railroading since 1911. He is a graduate of Acadia and 
McGill Universities in Civil Engineering. He was on the 
Staff of the organization set up by the Government to 
conduct the Grand Trunk Arbitration, and on the consolida- 
tion of the Canadian Netional in 1923. He was appointed 
Assistant to the Director, Bureau of Economics, of the 
Canadian National, which department was Subsequently changed 
to the Department of Research and Development, of which Mr, 
Fairweather has been Vice-President since 1943. 

Q. Mr. Fairweather, you heerd the Statement made by 
Mr. Gordon, President of the Company, and you have also 
heerd the evidence of Mr. Cooper? 

A. Yes, 

Q@. You heard Mr, Cooper explain how on behalf of the 
company you and he had collaborated in studies of problems 
Such as those with which we are now engaged, and that gener- 
8lly speaking he had provided the factual accounting informa- 
tion, together with his duties 8s an executive officer of 
the railway, and that you had testified as to the physicel 
cheracteristics of the railway, its operstions and the 
Economic significance of the facts which were developed? 


AY. Yes. 


Q. Now, before going into the various matters upon 
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which you might be of assistance to the Commission, I 
would like to draw your attention to the various items in 
Mr. Gordon's statement which Mr, Cooper indicated you 

would explain, Now, Mr. Gordon made reference at pege 7 

of his statement to the acquisition by the Government of 
Canada of the Canadian Northern and the Grand Trunk Railway 
Systems when they were unable to carry on as private 
enterprises, and said that they were taken over in the 
national interest as Going concerns instead of having 

been put through bankruptcy proceedings, Are you aware of 
the situation which prevailed at thst time concerning these 
Systems, and if so would you please describe it briefly to 
the Commission? 

a “Leos Clam or'l think 1 can spesk with a certain 
amount of knowledge about this matter, because I was one 
of those who had the responsibility of preparing the case 
for the Government on the acquisition of the Grand Trunk, 
and through the Grand Trunk I had knowledge of the Grand 
Trunk Pacific, and I was naturally interested in the 
Canedian Northern as being a part of the general picture 
at the time. 

No one who had access to the facts could come to 
any other conclusion except that these railways were in a 
hopeless condition. Their credit was exhausted, they had 
only been kept in Operation by means of Government loans, 
end the general condition of their property was run down. 
The business outlook was none too good. They had large 
capital needs, their earnings were insufficient to carry 
the burden of their existing debt, so that it was hopeless 
of them to try to finance additions and betterments which 
Were essential to protect their competitive position. They 
were at the end of their tether, and they were in a state 


of virtual bankruptcy. 
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Q. Theat, generally Speaking, relates to the 
financial aspect chiefly. Would you describe briefly to 
the Commission, from the physical aspect ss distinct from 
that financial point of view, the condition of the properties 
of the Canadien Northern ana the Grand Trunk Systems when 
they were taken over by the Canadian National Railways? 

Bae CES. WL have. some personel knowledge of that matter, 

Q. Take say the Cenadian Northern first. 

A. The Canadian Northern, I have some knowledge of 
that, by reason of the fact that at that time I was on the 
Scat t orl ihe Department of Reilways and Canals, and had an 
Opportunity of seeing what was going on in the Canadian 
Northern affairs. I also had an Opportunity from time to 
time to see the condition of the property by travelling over 
it, with a good deal of discomfort. 

There is no doubt that the property of the 
Canadian ' Northern sat the time it was acquired by the 
Government was in a run-down condition, although at that 
time it had not been completed. That seems perhaps to be 
an odd way of putting it, but the Canadian Northern haa 
Spread themselves very Widely; they built their railways in 
the first instance to get there, and they looked to the 
future to be able to build them up to a standard that would 
be suitable, 

Q. When you say Spread themselves, you mean they had 
extensive mileage? 

A. Yes. Now, under conditions like thet, it is very 
easy for a railway to receive very severe damage if it 
attempts to handle traffic, Ballast is inadequate, the 
PaLls are aptr to be punished, and 311 the property suffers, 
end that was pretty much the condition of the Canadian 
Northern, I have not any actual estimate of the deferred 


maintenance that was on the Cenadisan Northern, but I know it 
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wes undoubtedly very large. It was referred to in the 

Drayton-Acworth Report as existing, and on the equipment 
Side, where there is Some knowledge, there Wes certainly 
evidence of very considerable deferred maintenance and a 


bad condition of equipment. 


(Page 19112 follows) 
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Much of their equipment was second hand and it was 
not too well maintained. So that the Canadian Northern 
was, undoubtedly, in a rundown condition. 

If any proof were needed of it, one had only to 
turn to the very large expenditures which had to be made 
on the property immediately the government took it over. 

I estimate, roughly, that the deferred maintenance expen- 
ditures which were picked up between the time of the 
acquisition, and the time of consolidation with the Canadian 
National were, probably, in the order of $65,000,000. 

Now, with regard to the Grand Trunk, I am able 
to speak from knowledge, because, as part of the acquisitien 
procedure, we instituted a physical examination of the 
Grand Trunk and the Grand Trunk Pacific. 

We sent engineers out over the property, and we 
examined practically every unit of property. 

We reached the general conclusion that the 
estimate of deferred maintenance which the Grand Trunk 
officials had admitted to in their prior negotiations with 
the government was an understatement. 

I would put the deferred maintenance certainly 
at the figure of $25,000,000. And there was, in addition 
to that, deferment of capital which had a most adverse 
effect upon the property as a whole, both with regard to 
its maintenance and with regard to its traffic ‘obtaining 
potentialities. 

Now, in the case of the Grand Trunk Pacific -- 

Q. What can you say about the matter of deficiencies 
of ‘equipment? 

A. On the Grand Trunk they had a deficiency of equip- 
ment, yes, very much. 

Q. Such as shops, machinery, and that kind of thing? 


A. Shops, machinery, and that kind of thing. It is 
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BEPErNed (oo). 

THE CHAIRMAN: Q. Is the Grand Trunk one of 
those which are called the Canadian Government Railways? 

A. The Grand Trunk Pacific was a subsidiary of the 
Grand Trunk Railway. 

Q. At that time? 

A. At that time. 

MR. O'DONNELL: Q. Yes, Mr. Fairweather. 

A. The Grand Trunk had a serious condition in their 
equipment. I believe they had a matter of $25,000,000 odd 
which they said was a deficiency of equipment, including 
a certain amount applicable to shops and engine houses. 

Now, with regard to the Grand Trunk Pacific, we 
alse made an inspection of that property, and we found 
it had come, technically, out of construction in 1916, and 
we made our examination, I believe, in 1920. 

Traffic on the property was very light, and the 
property was going through that first stage of the renewal 
cycle which, to the engineer, means that the life had gone 
Gut tor ithe first cinetallationvofrties.: The property, 
therefore, was in an almost deplorable condition. 

Q. Now, without referring to the details oe ane 
to be found in the Drayton-Acworth report, because the 
matter is commented upon there by the Commissioners, is 
1G not? 

i) BOR eS: : 

Q@. And I might save time by simply saying that any 
further details concerning it are to be found there. 

We received a certain amount of information from 
Mr. Cooper the other day; and I would respectfully suggest 
that if the Commission is interested, it may find further 


information in the Drayton-Acworth Report. 


Will you now please turn to page 8 of Mr. Gordon's 
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Statement at the bottom of page 8,, where I want to refer 
you to that figure of $100,000,000, 

Mr. Cooper has given testimony regarding the 
figure of $707,000,000 mentioned by Mr. Gordon near the 
bottom of page 8; and I understood from him that Vou Ms 
Fairweather, would explain that which Mr. Gordon said as 
follows: 

"It is a reasonable estimate that of this amount 
at least $100,000,000 represented necessary improve- 
ments to the property which did not add to the earning 
power of the System." 

What would you say concerning that statement? 
A. That $100,000,000 is an estimate because no one 

could precisely evaluate what is here being considered. 

On the other hand, I do not think anyone could 
have consideration of the circumstances without realizing 
that there was a substantial amount of capital. 

Q. What kind of improvements were required? 

A. They ranged all over the whole field; rails, 
fastenings, and other track materials; ballast; widening 
cuts and fills; ditches; replacing trestles; yard tracks; 
Shops; enginehouses; miscellaneous; in fact, every item 
which affects railway operations. 

Q@. Was there any accrued depreciation of equipment? 

A. No. There was no accrued depreciation of equip- 
ment. 

I have estimated that of these roadway items, 

about $60,000,000 would probably represent the amount of 
capital expended from 1923 to 1948 of the category that I 
am describing. 

Q. You mean as roadway and structure items? 

A. Yes. And in addition to that there was about 


$15,000,000 which I would estimate as applicable to additions 
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and betterments to equipment, and then I would Say there 
was probably a minimum of $45,000,000 of unaccrued 
depreciation; representing the deteriorated condition of 
the equipment. 

COMMISSIONER INNIS: Q. Isn't that an incredible 
Statement: that you should put $100,000,000 into a plant 
which did not add to the earning power of the System? 

A. That, perhaps, does need a little elaboration. 

The accounting classification as between capital 
and operating is a technical classification, and there are 
certain things concerning which it is debatable whether 
you can say that they actually add to the earning power. 

Let us take, for instance, such an item as the 
widening ofmeuts, and. filiis’. 

THE CHAIRMAN: Q. What is that? 

Aewetherwidenine of <cutse ands fills. 

Now, in a sense, one could say: Well, you could 
get along without widening that cut, or without increasing 
the width of that fill, and you would not, thereby, 
deteriorate the earning power of your property. 

But, on the other hand, an expenditure of that 
kind is justifiable in anticipation of increased traffic 
or of reduced maintenance expenditure, or something of 
that kind. 

COMMISSIONER INNIS: Q. Surely that would mean 
earning power, would it not? 

A.° Indirectly; yes. But what I think is the point 
to be made here is: that when the properties were acquired, 
let us say, they were presumed to have some earning power, 
and the condition of the property was not sufficient to 
Support that earning power. 

Therefore you had to put this capital in to 


justify the presumed earning power. In other words, these 
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properties, when they were taken over, were in this 
condition: either the capital necessary to support the 
earning power was not there, or the prior owners, in an 
attempt to maintain solvency, had diminished the capital 
assets in their attempt to maintain Solvency. 

SO, as a result, the government, when it acquired 
the property, was in the position of having to replace or 
make good this deficiency of capital, and I submit that 
in that sense this $100,000,000 did not ada to the earning 
power. 

MR. O'DONNELL: Q. You are speaking there not 
of expansion of facilities, but really of improvement to 
facilities? 

A. I am not even talking of improvement of facilities. 
LI am talking of the expectation that when the properties 
were taken over there would be a presumption that they were 
in condition to handle a stated volume of traffic, whereas, 
in fact, they were not. 

Q. But in widening a cut, such as you have spoken of, 
you say that could be done without any direct additional 
earning power being derived from it? 

A. Immediately, yes. 

Q. It is that type of thing you are referring to 


here? 

A. It is that type of thing we pp eh tg Sk 

The properties were certainly at/$100,000,000 

depreciated from what one might say was a fair condition of 
a going property. I am talking now of capital, not of 
deferred maintenance. 

Q. You mentioned the roadway structure, and the figure 
of $60,000,000? 

A. I mentioned a roadway item of $60,000,000. And I 


mentioned additions and betterments to equipment in the 
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amount of $15,000,000; and I mentioned $45,000,000 as 
depreciation. 

Now, if you add those items up, you get $120,000,000 
and I think that would indicate that the estimate of 
$100,000,000 is a reasonable Bag 

Q. And what would you say as to the present situation? 
Is the system suffering from any disability resulting from 
that situation which you describe, even today? 

Be VOM UVes 4° Lewould say.’ . Yes! 

Q. Why? 

A. I think that in many parts of the Canadian National 
System we are still faced with what one might call an 
incomplete situation. 

We have, I believe, over 1,200 miles of fifty-six 
pound rail on our lighter traffic lines, and that is a 
distinct disability and something which we shall have to 
attend to as time goes on. 

In addition to that, we have, I believe, about 
seventy miles of wooden trestles which will have to be 
taken, care of. 

And one situation which is very forcibly to the 
front in these days is that the lines of railway through 
the mountains of Alberta and British Columbia are still 
far from being stabilized. 

Q. Witt you now turn to-the next page of Mr. Gordon's 
statement, page 9, concerning the matter of the cost of 
co-ordination of these previously competing systems which 
were taken over tby the Canadian National. Mr, Gordon 
there states: 

"Co-ordination, it is estimated, has required 

the expenditure of $40,000,000 for main-line connections, 


belt lines and terminal rearrangements, notwithstanding 
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which, the property falls considerably short of having 

a proper location of main lines in relation to branch 

lines and of terminals in relation to its traffic 

pattern which would have been secured had the property 
been designed and constructed as an entity.” 
What information can you give the Commission as 
to the expenditure of $40,000,000 there referred to for 
the purpose of co-ordinating these various railways as 
such? 

A. Well, it is obvious that one of the first subjects 
for consideration by the new management was to co-ordinate 
these previously competing systems, and that was a chore 
of no mean proportions. 

The estimate of $40,000,000 relates to that 
portion of the chore which was performed from 1923 to date. 

Some co-ordination had taken place prior to 
1923 between the Canadian Northern and the Grand Trunk 
Pacific) butathateis notidealt.with in: this $40,000,000. 

This estimate would cover such items as the 
connection that was made between the Canadian Northern and 
the National Transcontinental, between Nakina and Longlac; 
and another similar connection -- 

@. That, incidentally, was referred to in the Drayton- 
Acworth report? 

A. That was recommended in the Drayton-Acworth report 
as another obvious co-ordination which had the effect of 
shortening the main line mileage between Montreal and 
Toronto, on the one hand, and Winnipeg and points west on 
the other. 

Another similar item was the connection between 
the Canadian Northem Quebec and The National Trancontinental 


at a place called Donnacona. 


Another one was a cut-off near Montreal called 
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Presniere cut-off . 

Then there were terminal rearrangements to be made 
OL s Nhveh ithe principal one was the Montreal terminal; 
but there was also important expenditure at Edmonton and 
Saskatoon. And then there were miscellaneous items, which 
when you add them all up amounted to $40,000,000, 

Q@. That is the estimate of $40,000,000. And was there 
not a belt-line at Montreal in connection with it? Could 
you explain about that? 

A. Oh yes. One of the big items is the situation 
in Montreal. 

You had the Canadian Northern Railway with its 
lines lying to the north and east of the City 

Then you had the Grand Trunk lines lying to the 
south and west of the city. 

I might mention that, until we did co-ordinate 
those facilities, if we wished to get from one side of 
Montreal to another, a distance of only 8.5 miles, and 
do it on our own railway, we had to travel LL ant Less 

So the belt-line was constructed, connecting 
the eastern facilities with the western facilities, and it 
has been of great help. 

I might say that before we constructed that 
belt-line, in the interests of national economy we made 
use of a national harbour belt-line, as long as they were 
able to accommodate us. 

@. You mean the Harbour Railway? 

A. I mean the Harbour Railway. But they told us 
that traffic was getting to such a volume that they did 
not know how much longer they could accommodate us, and we 
told them that we would build our own belt-line, and we 
Cd. 


Q. So these various items you mention add up to that 
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$40 ,000,0002 

A. They all add up to $40,000,000. Actually, I added 
them up and it made $40,300,000. But I rounded it out to 
$40,000,000. 

Q. Are there any further expenditures of this kind 
to be made? 

A. Yes, I would say that there are. 

We find ourselves in this position: that in the 
city of Edmonton we still have to maintain two terminals. 

We find ourselves in Winnipeg with a non-consoli- 
dated position with regard to terminals. We have several 
yards in Winnipeg. 

We have gradually dealt with the situation in 
Montreal at the present level of traffic. But if traffic 
increases, we would have to do something more there. But 
I do not think that could be called a co-ordination item. 

We have a similar situation of lack of co-ordination 
at Quebec, where you have the Canadian Northern terminal 
facilities and the Grand Trunk, and the Intercolonial 
facilities in different locations. So this co-ordination 
action is not complete. 

It has been handled by the management as prudently 
and aS carefully as they knew how, with the object of 
minimizing costs and of maximizing the benefits. But it 
is a program which will have to continue. 

Q. Can you say anything as to Mr. Gordon's statement 
that we have been discussing that: 

“-- notwithstanding which, the property falls 

considerably short of having a proper location of 

main lines in relation to branch lines and of terminals 
in respect to its traffic pattern which would have 

been secured had the property been designed and 


constructed as an entity." 
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A. I think that could be best illustrated by sub- 
mitting a scale map which I have had prepared. 

Q. Mr. Evans has just slasesiea to me that I have 
omitted to mention the best part of your qualifications, 
namely, that you previously worked for the Canadian Pacific 
Railways. I am glad to do so now. 

Q. I got my early experience in the Canadian Pacific, 
and very good experience it was, indeed. 

THE CHAIRMAN: So we shall have no cross- 
examination of him? 

MR. EVANS: I would hope that your lordship would 
not make that a condition. 

MR. O'DONNELL: We might produce that map now as 
Exhibit No. 258, It is a scale map entitled: "Map of 
Canadian National Railways” showing present main Lines, 
duplicate main lines, and branch lines in black, green, and 
red, respectively. 

EXHIBIT 258: Filed by Mr. O'Donnell 

Map of Canadian National Railways 
Showing present main lines, 
duplicate main lines, and branch 
lines in black, green, and red 
respectively. 

THE WITNESS: On this map, exhibit e258, I have 
had shown in colours the present main line of the Canadian 
National; the duplicate main lines which were built by 
predecessor companies, but which, under Canadian National 
management, have been relegated to secondary Status; and 
the lines which were built by someone as branch lines. 

THE CHAIRMAN: Excuse me now just for a moment. 
Will this map afford an answer to the question I asked you 
yesterday, Mr. O'Donnell, about section 12? 

MR. O'DONNELL: As to the --? 

THE THAIRMAN: Section 12 divides these lines into 
three. First, the lines of the company; first-it says the 


company may, in respect of the operation of those lines of 
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railway, or the lines of railway of the Canadian Northern 
system, or, again, the Canadian Government Railways. You 
see, it seems to divide your lines into those three classes; 
and the first class would appear to be the lines which 
belonged toayou.n.as «a company. 

MR. O'DONNELL: No. This map does not show it 
that way. This is meant to deal with the present main lines, 
the duplicate main lines, and the branch lines, to show 
that when we have got all these put together we still have 
not got a co-ordinated system. 

Mr. Fairweather will explain that if we had 
built the individual road as an entity, it would have been 
built considerably different from what has been done, and 
the map points. that up. 

THE WITNESS: Yes. 

THE CHAIRMAN: I thought that perhaps using 
these colours, you had used them in such a way as to answer 
my question. 

MR. O'DONNELL: I shall keep your question in 
mind. That might be the best way to show your lordship 
what the situation is. We might have another map made, 
with colours put on it showing the different lines which 
are comprised in the system: showing the Grand Trunk and 
the Canadian Northern, and so on. We will be glad to get 
a statement which will describe what our own lines are, so- 
called, and what others have been entrusted to us. 

THE CHAIRMAN: Your own lines would be, as it were, 
a core? 

MR. O'DONNELL: Yes. I think that might be 
called the Grand Trunk itself. 

THE WITNESS: Actually, the Canadian National 
Railways are comprised of the lines of the former Grand Trunk 


Railway Company of Canada, with such additions thereto as 
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have been built under the authority of the Canadian National 
Railways. 

COMMISSIONER ANGUS: Q. Including the Grand 
Trunk Pacific? 

Pau ao, not. think, 1+ aoe et The Grand Trunk Railway 
Company of Canada controls the Grand Trunk PaCir ion by 
stock ownership. 

THE CHAIRMAN: Q. This expression then "company's 
owned lines" would mean the Grand Trunk? 

A. It means the Canadian National Railways which is 
the successor, by amalgamation, of the Grand Trunk Railway 
Company. 

Bh, O'DONNELL?-.Q.° It As quite a complicated 
Set-up. I am having a statement prepared now. There are 
Six or seven Orders in Council which tie in with the 
Stacure, end 1tb°is a bit confusing. 

In the 30% case I remember having to do somethirge 
Similar when Colonel Ralston asked us to prepare a state- 
ment. We did so, but I do not think it was filed. We 
Just gave it to him. 

But we shall prepare a statement which will 
describe the system just as clearly as we can. 

COMMISSIONER INNIS: Q. What about the line from 
Winnipeg to Edmonton? 

A. The line from Winnipeg to Edmonton is the Grand 
Trunk Pacific main line. 

@. And what about the Canadian Northern main line? 

A. The Canadian Northern main line runs between the 
Same points. Anyone looking at that map will see the 
natural disposition of the lines. Certainly they feed into 


the black lines. 
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There are comparatively few points of connection 
between the main lines and the branch line system, and that 
is what I referred to. 

THE CHAIRMAN: We shall adjourn now until this 


afternoon, 


At l p.m. the Commission adjourned until 2.45 
p.m.’ Today. 
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Ottawa, Ontario, 
Friday, March 24, 1950. 


AFTERNOON SESSION 
Ss. W. FAIRWEATHER , Recalled. 
MR O'DONNELL: May it please the Commission: 
I think we were Just at the production of this 
map which is Exhibit 258, and that Mr. Fairweather was to 


explain» it. 


EXAMINATION CONT'D BY MR O'DONNELL: 

Q. It indicates, I understand, that the property of 
the Canadian National falls short of having proper location 
of main lines and of terminals which would have been 
Secured had the property been designed and constructed as 
an entity, and you were going on to explain the map from 
that point of view. Would you proceed, please, Mr. Fsir-- 
weather? 

a Well, to me it seems obvious from a glance at this 
map that the Canadian National System was not built as an 
entity. On it you will see in black the lines which have 
been chosen as the composite main line. You will see in 
green lines which now exist as secondary lines but which 
were built originally 3s main line, and in red you will see 
the branch lines. Now, if you look at Western Canada you 
will see that the chosen main line is the black line from 
Edmonton through Saskatoon to Winnipeg, and if you will 


look at the disposition of the red lines in relation to 


that black line you will see quite clearly that the general 


layout of the system would have been quite different had 
it been built as a unit then ss it actually is. 

A somewhat similar situation is found in Eastern 
Canada, where sgain it is clear in the Ontario Peninsula 


that the disposition of branch lines to the main line is 
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not the ideal. I do not think it igs necessary to 
elaborate the matter further, To me it is a very clear 
case of a lack of unity in design, 

Q. With respect to Western Canada, what different 
disposition would you Suggest would have been made had the 
system been built aS an entity, for example? 

A. Well, it becomes a bit hypothetical, what you 
would have done had you had an entity from the beginning, 
but it is clear to me that much of one or the other of 
those duplicating main lines would not have existed. 

Q. That is, had it been as an entity the green line 
from Winnipeg to Edmonton, for instance, would not have 
been bulic? 

A. That would be a logical assumption, yes. 

@. In other words, the one main line, the black line, 
with properly connecting branch lines, would have been 
sufficient? 

fos. (Les 

COMMISSIONER INNIS: Q@. Was not your green line 
built as the Canadian Northern, perhaps located better 
from the standpoint of traffic than the Grand Trunk Pacific? 

A. Well, that is debatable. Certainly the locating 
engineers of the Canadian Northern were probably the best 
locating engineers in Canada. They sought a combination 
of traffic possibilities slong with main line potentislities. 
In order to effect that compromise -- and it undoubtedly was 
@ wise compromise -- they introduced into their main line 
certain disabilities of alignment and grades. Now, that is 
why I hesitated when I said one or the other. If one were 
doing it es a unit design, I am not certain that the black 
line would have been built, but one of them would not have 
beens bui Lt: 

MR O'DONNELL: Q. That is the point you are 
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principally interested in making? 

A. Yes: 

THE CHAIRMAN: Q. That is between Winnipeg and 
Edmonton? 

A. That is between Winnipeg and Edmonton now, sir, 
but the original duplication extended all the way up to 
Red Puss Junction, where you see the green line departing 
out to Prince Rupert. That piece from Edmonton to Red Pass 
Junction was co-ordinated in World War I and before the 
lines were taken over by the Dominion Government. It was 
done as a4 war measure, because it was plainly a duplication 
and they sadly needed the rails overseas, 

COMMISSIONER INNIS: Q. In Southwestern Ontsrio 
there heve been no substantial lines added since the Grand 
Trunk? 

A. No, but this system is 3a System which is a con- 
solidation, not purely of the Grand Trunk and the Canadian 
Northern each as 8 unit design. The Grand Trunk 
itself was not built as 9 unit design. It went through a 
period where it was faced with very much the same problem, 
end we as inheritors of the Grand Trunk became the inheritors 
of thet lack of unity of design. The Great Western and the 
Grand Trunk each had main lines in Ontario, and the branch 
line disposition with relation to the chosen main line is 
not now ideal. 

Q. Well, that would have been shaken down pretty well 
by the time you--- 

A. Well, this lack of unity, sir, never shakes itself 
down? 16 1s 4 continuing disability. 

MR O'DONNELL: Q. Now, is there anything else you 
would like to add, Mr. F.irweather, concerning Exhibit 258? 


Bi Dude not think so, sir. It tells the story on) the 
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MR FRAWLEY: Why have you left Newfoundland out? 

MR O'DONNELL: I beg your pardon? 

MR FRAWLEY: I do not see any Newfoundland. 

MR O'DONNELL: Well, there is no duplication of 
main lines in Newfoundland, which is the purpose of this 
particular map. 

Q. Now, Mr, Fairweather, with further reference to 
the same page 9 of Mr. Gordon's Statement, Mr. Gordon told 
the Commissioners that the system has more mileage than is 
functionally necessary to meet its immediste requirements, 
At the middle of page 9, my lord, the Statement is: 

"The System has more mileage than is functionally 
necessary to meet its requirements. The excess mileage 
has been reduced to Some extent by abandonment of 
duplicating facilities where this could be done without 
injury to the nationsl economy. This applies to those 
instances where the duplicating facilities were located 
SO closely together that one of ae lines would serve 
all needs of the community. Generally, however, this igs 
not the case and the lines which are functionally 
duplicate ss main line also serve the local needs of the 
communities through which they run. The practice in 
Such cases was to choose the better line as the main line 
end to continue the other in service as a Secondary line, 

There are 3820 miles of line on the Canadian 
National which were originally constructed as main line 
and which in the process of co-ordination have been 
reduced to secondary lines." 

Will you please give the Commission such information as you 
think necessary to explain those statements? 

A. Well, I have s sketch mep in this case which shows 
the chosen main line. 


Q. Another map? 
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A. Yes, 
Q@. Will you be good enough, then, to produce this 
map es Exhibit 259, 

This map, my lord, is identifiable by the 
notation on the lower right-hand corner, which reads 
"Map illustrating duplication of Canadian National Msin 
Line mileage," 

TTA E BIT O69» Map illustrating duplication of 

Canadien National Main Line 
mileage, 

MR O'DONNELL: Q. Now will you explain that, 


giving such information as you think necessary? 


(Page 19130 follows) 


Mr. Fairweather in ch 
- 19130 - 


A. This sketch map, Exhibit 259, shows the lines 
which are now comprised in the Canadian National system 
and which were constructed as main lines. 

Again, as in the previous sketch map, the chosen 
main line is shown in black, while the main line reduced 
to secondary status is shown in green; the abandonments 
are shown in red, and the main line co-ordinating connections 
constructed are shown in yellow. 

Incidentally, when you go into this in detail, the 
figure of 3,820 which is stated in the Brief, ought to 
be 3,912. 

Q. You say the figure ought to be 3,912? 

ive SeLeos 

Q. Instead of 3,820. 

THE CHAIRMAN: That is on page 9? 

MR. O'DONNELL: Q. Yes, my lord, page 9, the 
fourth line from the bottem. The figure should read 3,912 
instead of 3,820. 

A. It is made up of 4,446 miles of line originally 
constructed as main line; 96 miles which were constructed 
as co-ordinating connections for main line purposes, less 
630 miles which have been abandoned, leaving 3,912 miles. 

THE CHAIRMAN: Q. Did you say 638 miles? 
A. No. I said that 630 miles have been abandoned. 
MR. O'DONNELL: Q. So that the total of the red 
lines amounts to 630 miles. Would you just indicate 
where the red lines are principally? 

A. Well, the principle red line would be from 
Edmonton, or near Edmonton, to Red Pass Junction, which 
I mentioned previously. 


Q. That is, west of Jasper? 
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Ay Yes’. 

THE CHAIRMAN: Q. What are the black lines? 

A. That is the retained line. 

Q. And above it is the green line? 

A. That is a symbol of abandonment. 

Q Green and red together? 

A Green and red together. 

MR. O'DONNELL: Q. Red is superimposed on the 
green between Edmonton for a distance slightly west of 
Jasper, representing abandoned lines? 

A. That is right; and you can see those little 
yellow dots there. They represent co-ordinating connections 
which were made, because in that particular abandonment, 
an engineering commission was set up to choose the parts 
of the respective lines which could best be retained. 

Q@. An engineering commission set up by whom? 

A. It was set up by.the Dorion Government during 
World War One? 

Q@. And it was on their recommendation that what is 
now the black line was retained in : lieu of the red line? 

A. Yes, and each railway received running rights 
over the other retained line. 

Then you will see in other locations . :odds and ends 
of line abandonments. The principal one would -be that 
which you see going into Toronto, the Canadian Northern 
Line from a point near Napanee into Toronto that has 
been abandoned. That was the Canadian Northern original 
main line between Toronto and Ottawa. 

Then, other bits and pieces will be seen at various 
places, and they all add up to 630 miles. 

Now, the little bits of yellow that you see there 
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from point to point add up to 96 miles. 
THE CHAIRMAN: Q. What does the yellow mean? 

A. The yellow represents lines which were built 
to make connections. 

Q. 96 miles? 

A. Yes, 96 miles. Perhaps the best illustration is 
the one from Nakina to Longlac, which is north of Lake 
Superior. 

You will see that it makes a connection between the 
National Transcontinental and the Canadian Northern, and 
the present main line consists of a combination of the 
two. 

MR. O'DONNELL: The Duff Commission made some 
study, did it not, of this subject? 

A. The Duff Commission looked into this matter and 
expressed the opinion that something over 4000 miles of 
line represented duplication in the Consoten Natinnal 
Railways. However, the figure I have shown is 3,912. 

Q. I think you said there were 4,446 miles of - 

Of what I would call original duplicate main lines. 


And that is represented by the green lines? 


A 

Q 

A. Yes, that is represented by the green lines. 
Q Is there anything else you think you should 
State with respect to that Exhibit 259. 

A. No. I think the exhibit illustrates the point. 

Q. Will you now turn to page 10 of Mr. Gordon's 
statement, still referring to this matter of co-ordination 
of cost. 

The statement is made on page 10, that the maintenance 


and operation of these lines is a burden upon the system, 


and that it should be taken into account when consider hg 
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the capital structure of the system, and that the estimate - 
which would be explained by you - had been made that such 

a burden constitutes an operating disability in excess of 
$8,000,000 annually. 

Would you please comment on this matter, indicating 
to the Commission such details as you think appropriate 
concerning your estimate? 

A. Well, it must be obvious that if there is something 
like four thousand miles of railway in the Canadian National 
more than is functionally necessary, it must constitute 
somewhat of a burden on operating account. The only 
question which arises is: How much you shall evaluate 
that burden at? 

If you evaluate it at the average operating cost 
per mile of the Canadian National, you would get a figure 
which would be approximately $70 million a year. 

Now, as Bnalyst I could not support any such 
estimate. I do, however, think that one can make an 
approximation to the disability in this particular case, 
by estimating the amount of additional maintenance and 
additional train and station services which you perfrom 
on these retained secondary lines above the standard 

would 
which you/have, if they were purely branch lines. 

Such an estimate is necessarily a matter of judgment. 
But in my judgment this additional operating cost per 
mile would be somewhere between, let us say, $2,000 and 
$2,600 per mile. 

I think that $2,0COwould be too small, and I think 
that, perhaps, $2,600 a mile might be a fair figure. 

Now, if you take the $2,600 per mile and multiply 
it by 3,912 miles, you will get a disability of $10,200,000 


per year. 
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Now, that does not tell the whole story because 


there is this added figure. Your branch lines Peed in 
general into these secondary lines which are maintained, 
and it does not pay you to try and make your long hauls 
on these secondary lines. But nevertheless you have to 
handle traffic over the secondary lines in order to reach 
the main lines, and in doing it you have to take a 
certain operating disability because your train loading 
on the secondary lines will not be as good as it will be 
On the main line. 

Moreover, all transportation men know that your 
ability to run full train loads depends on the volume 
Of your traffic. 

If you have got a lot of traffic, you can handle 
full trains; but if you have not got a lot of traffic,and 
you have to divide your traffic between two lines, then 
you sacrifice something in those cases. 

I have made an estimate of what that amounts to in 
Western Canada and I find that it comes to a figure of 
around $200,000 a year, for just that single item. 

@. And when you say "in Western Canada", you mean 


what? 


A. I mean the Prairie Provinces, Manitoba, Saskatchewan, 


and Alberta. 

That adds up to $10,360,000 according to my figuring. 
And then, to be sure I was on the safe side, I took 
approximately 20% off of that to get my figure of $8 
million. In my judgment, the $8 million is a very 
conservative figure. 

COMMISSIONER INNIS: Q. Don't you think that is 

a little high? After all, take the line between Edmonton 
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and Winnipeg. It is true that the line should not have 
been: budelt in exactly the same place it has been built, 
but it is new territory. 

A. Oh yes. Ido not deny that. But intthink, «in 
only allowing, as I have, around $2,600 per mile as the 


extra charge, whereas the average charge is somewhere around 


$18,000 per mile, I do not think I have been too unreasonable. 


I certainly feel that $8 million is an understatement. 

Certainly on these retained main lines we have to maintain 

a. quality of service which is higher than the quality 
of service that they would be performing as branch lines 
under unit operation, 

You see, I do not say here that these lines should 
be abandoned. I say that they have been changed in their 
purpose, but they could not be changed in — economics, 
and the operating cost is there. 

The people who built them gave a hostage to Fortune, 
and we have to continue to operate them, somewhat in the 
sense that they were designed for. 

MR. O'DONNELL: Q. Is that all you would 
like to say on this point, concerning that item? 

A. I think that is an answer to the question. 

Q@. Well then, would you please turn to the next 
page of Mr. Gordon's statement concerning "Effect of 

Acquisition of Unremunerative Lines in 

National Interest". 

Mr. Cooper has already spoken of this and given 
certain information from accounts concerning the cost 
of acquisition and of rehabilitation of these lines. 

Have you any comments to make concerning this 


subject in addition to those made by Mr. Cooper? 


sie 9n88 +o eld Hn a 
Lh ee erie wont ae 4 it 


} 


eand vqek gor obs: vee a ® - 


. 


os agatwot he yeaa 


ngrnchy P ented. “eeoRe. 


AE iors, 


nope oer a okt Tog 900, as 


pad feat vinkedran r 


Hf VISe 
any POW. Wert: ala 


¥ P + ae 4 
ah aamero: 


panobaade ed 


oo gers cud ,seoqiug 


9 5 


me ae eee 
move ar BW 


euAitd at gqe end bas 


aha ws 
DMF 


othth sg te 8 Se Narre ayaa 
Pay Y £ geet aie. Si, pte q orb 


Cot i ei 
PAE rae 


iene Say dabwpod 
at Ma peo eH, 


wed 


mad ragoat aan 


rages rohnk mtsdzad: 
Pad hi Dey ia , 


heels Wk usa teaupig 0. 


baked 


fF ; gh cay om a * Sap: La - * etal Sey ni : 


Get ss: 


HH 


= 190136, — Mr. Fairweather, in ch 


A. It was the practice of the Canadian National 
management in cases like this to make a thorough investi- 
gation of the effect of the acquisition of these lines 
upon the net income of the system, and I was charged with 
that responsibility. 

Q. And when you say "these lines", you refer to 
those which are set out in detail at the top of page 12? 

A. Yes. 

Q. You mean those five lines which are there listed? 


Ban SYSS', 


THE CHAIRMAN: Q. You used the word "acquisition", 


Does that mean that these lines were entrusted to you? 
A. These lines were acquired. 

MR. O'DONNELL: Q. Was not one of them referred 
to in the Duff Report at page 22? 

THE CHAIRMAN: Yes, they are mentioned at page 
ee of the Duff Report and at page 12 of Mr. Gordon's 
statement? 

MR, O'DONNELL: Yes. 

THE CHAIRMAN: What is their position towards 
your Company? Are they entrusted lines? 

MR. O'DONNELL: No. These lines were acquired 
by purchase, and the cost is set out. 

THE CHAIRMAN: They were acquired by purchase, 
and the cost is set out? 

MR. O'DONNELL: Yes, set out on page 22 of the 
Duff Report. We referred to it the other day. 

THE CHAIRMAN: Were they purchased at the 
expense of the Canadian National Railways or directly 
by the Government? Nem 


MR. O'DONNELL: No, I think they/taken over 


directly by the Canadian National Railways. 
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I think the recommendationof the Duff Commission was 
that it would have been better if the Government had 
assumed this burden directly: - | 

",..,and thus avoided saddling the 
railways with capital charges and operating 
expenses resulting from the purchase of 
railways based solely on a public policy." 


I have just read from a part of the paragraph which 


is in the Duff Report beginning at the bottom of page 22. 


(Page 19145 follows) 
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MR O'DONNELL; My friend Mr. Priel draws my 
attention to the fact that there was an act of acquisition 
in each one of these cases. 

COMMISSIONER ANGUS: How were the prices 
determined? 

A. By negotiation. 

Q. Between the Company--- 

A, Between the Company and the owners. 

MR O'DONNELL: Q. As a matter of fact you made 
@ Study I understand, Mr. Fairweather, in each case. 

A. I madea Study in each case. 

Q. As to the probable effect of the acquisition of 
these lines upon the system net revenues. 

Pena, that, 

THE CHAIRMAN: This was about 1929? 

MR O'DONNELL: 1929, my lord. 

THE WITNESS: They were all acquired in 1929. 

COMMISSIONER ANGUS: Q. And as far as the 
Canadian National railways are concerned, were they freely 
negotiated prices? 

A. They were negotiated by the Canadian National 
with the owners as far as I know quite freely. I know of 
nothing that lacked freedom in the negotiations. 

Q. Of course you paid fairly high prices for what 
seems to have very little earning power. 

Ay. Phar as quite true. 

COMMISSIONER INNIS: Would the fact that 1929 
Just preceded the election be a consideration? 

A. I wouldn't know. 

MR O'DONNELL: That may be a realistic approach 
to the matter. It would be hard to find any eoncrete 


€vidence of this, I presume, but one may speculate I suppose.’ 
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1) Mr. Fairweather, you say that you made a 
report or study in connection with each one of these 
railways and the possible effect which they may have upon 
the Canadian National system. Would you please tell the 
Commission what you have to say in that regard concerning 
the estimate which has been made in connection with it. 

A. Yes, an estimate of this character depends 
upon a detailed examination of the property to 
determine its physical condition, & detailed Gxamina- 
tion of their rate structure to determine what charges 
they were making, and a detailed study of the traffic 
they handle. All of these were gone into. It was 
determined for instance that in sractically all of these 
lines except two, the St. John ana Quehed\/Moneweal ante 
Southern, non-standard wages were being paid to employees, 
using the term "standard" to mean Canadian National. 

THE CHAIRMAN: You mean under standard? They 
were under standard. 

MR O'DONNELL: That is, when they were operated 
before by the private owners they were paying lower wages 
than the system wages? 

A. And. ‘their working conditions were Oifferent, 
the agreements under which the men worked did not conform 
toCanadian National standards. Tt was necessary therefore 
to estimate how much increase there would be in the wage 
bill when the lines were operated by the Canadian National, 
because it was evident that under Canadian National 
management wages would go up to theCemadian National 
Standard, and working conditions would be those of the 
Cane jian National wage agreements. 

Q. That is, the unions would force that 


Situation upon you under the agreement? 
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A. Yes, and I think that even if they did not 
force it} I think that you could not have incorporated 
in the Canadian National system orphans where the men 
were getting less than Standard wages. 

COMMISSIONER INNIS: were the rates 
reduced and brought into line as well? 

AY’ YoU are Speaking of freight rates? 

Q. Yes. 

A. Well, the next Study was to examine the rates 
under which traffic moved, 

MR O'DONNELL: Ag a matter of fact the Chairman 
made reference to the Statement there that:"on the other 
hand rates for transportation services had to be reduced", 

I was going to ask you in the next question to explain that 
Specifically. Possible you might do it right now. 

A. Yes, I think it is logical right at this point. 
To make such a Study we first determined in detail what 
traffic was being handled on the line in question, and we 
divided it between the traffic that was local to the line, 

that originated 
that is traffic /and terminated on the line, and traffic 
that was interchanged with the Canadian National Railways 
or other railways. We then took that traffic and determined 
what the rates were, that 1s, for the local traffic we \ 
applied the current local rates of the line in question, 
and for the traffic interchanged with the Canadian 
National or other lines we knew exactly from the interchange - 
accounts how much revenue was being collected from the 
Shippers. 

Such a schedule having been prepared, it was 
Submitted to the Traffic Department, and they evaluated 
the traffic in terms of the rates which would be made 


applicable where the line was part of the Canadian 


is 
on 
¥ i A 


Me! pee Sone] ‘ate! ‘oN fais ana 


La “te 


ike serge nee ‘ae ‘epee lg roth sure sh eortite ip aN ae sone 


al ap =e 
\ 7 i ’ y ®, , 
i git Sewn ene thang ‘deveus Leaotesy ¢ nptbens® oad ak Ch erie 


ea Y 
i ; 


goeviw ‘ieobeate went week gaisoea'’s eta 


fal 7 


a, : 


Me ui i + ‘ vty wd ead eats ye ha WR. RY 
aan wage waar Mere vy SOLE ULL | FECA Oris MOU ot i te 
i: i nN 3 ( _ Vi > 


Petr | bic 
Hi i 
= at ey 


fh odnt dnptord’ bas 


tp 
Li 
Ps 
rou 
a 
- 


7 vee Fee ; ’ z i 
\ ¥ . i i. 
rg eeu Raed Ab 3 \ju Free, iy: Oe . . 7 Fs ~ De» . i Ny ¥ 

ay v3 an SS AS aS | aig 9 tes ax i Mf aon > late 4 g Dt . We 
Bo he" Sora 
i, 4 ab faye } 
. f I I .; Wt "pe 
fadsogup’ fxn 


Sec fl 


+ ft a oe : oh eae 
Pe es ae SER: cet 1 Ao Qe” Sh ‘sf Tate A gO > ale ae gage at Rea 


in 4 } i : wk yt a ot 4) Con mets a8 4 on: 
Li. Paha steh taki ow gages dove sofem of” | 
, PES es tes 7 ay i 


1 * a . a) j wv i 
Koad ma ted sew art tare 
Pak ’ i 


tay an Bee Ue peteelonpe oT Alive 0) aaa uM 
ey 44il ie hi RW PD he hee a 


r Det Perea hep ¥ Uc he wi 
Bae eA Eto Be aoswead et De op iv fh. ; 
oi ner wed fer 
é ; A oh gr al : 
4 r Mat a c ! heh ‘ re i iy 
a + i Fy Syd be A eee, ri es ) a if Me "i ‘ 
4 , Fa + 
Be te lh ita ee Yee De! ers Torr ew tert? 
| Pui 
t r * phe ot he e 
Pe ee a ogy Fai f Jena te enhto to 4 
i | | ; A 
Le ae eye F : sak) shee wis City 
Di ok leu a toad Thue Sa A eet ‘ fe ry MSPOW, BOG Bir ase i cia 
bs ve ih ey ee | aah Ce ae iw i Pag ’ J ae ? 4 & ; : i J Ms 


gmontus snd betlaqs ny: 


, 


obgtens aay tot Bere. | 
+ gee hoy aeals gue to Penokyen 


eigen Wad. aini0s38: 


het, 


" venepatie, 


i din ao 


i bhai 


Err 


PR LOLHO! iy. Fairweather 


National system. Now, almost invariably that meant a 
reduction, both in the local rates and in the interchange 
rates: not invariably but almost invariably. You see, 

a line such as the Gaspe line operating as a branch line 
from the Canadian National system and having traffic to 
hand over to the Canadian National, took the attitude that 
they should get the full local rate from the point of 
connection to the point of delivery or origin on their 
line. Then at that point of connectionCmadian National 
would take the traffic and apply to it either the Canadian 
National local rate or a Joint and proportional rate pa sie Oy = 
was inter-lined with some other railway. 

When the line became acquired by the Canadian 
National there was no basis upon which one could support 
such a rate Structure, and the Gaspe railway was treated 
as if it were a branch line of the Canadian National. It 
got the benefit of the local Canadian National rates if 
they were lower than the previously existing rates, and 
Shippers also got the benefit that they were able to ship 
On a through one-line rate from the point of Shipment to 
destination. If the movement was beyond the junction at 
Metapedia, then another thing which had to be looked into 
was the condition of the property. 

MR. O'DONNELL: What you have given,I think 
Chairman, answers the query you made the other day as to the 
“eguettonwof swates ,oni those: lines: whieh. were taken over for 
transportation Services. 

CONMISSIONER INNIS: Would you have any sit- 
‘uation such as we Imad described for the Canadian Pacific 
where the Quebec Central, I think it w.as, although part 
of the line or a Subsidiary, still has an inter-line rate? 


A. I could not speak for the Cagnadian Pacifie. 


Hi Mire “ih ny be Ua. coh 


canis phate bas “taents 0 


Fi aor une ol eve eee | ties ‘sie és ane 
at | Yao Jeon aad fasteowat tun cet 


arated ate dk. Ayee ) get) ot dows endl, #04) 


ae 
op 


cB deena NAH ae tered. eng mort Vy 


iu) oF 8 POUT BTS Ph. see} meen ON 8a 
; i ig RU HEE EO ethtte, or) ‘TRS a7 af 7 


pe 
ise 


Bittod 2 cots 


rpm 


lal bivow 


i bebe la ran vp Ee -. pp oo ae Ek WF \i % Hae | 439 a ah ; 
fear eS LETTS ct Stet RO eae, pool i on ofeet | 


“ane Bs ots ifo1e tot) ‘Bi aw 


ete) att 


.) inort 


48) ey ee OMe yA TB 


He BBA BO WOE | ee vo 
eed . . | 
35 ; Ft 
noted marbena) Load ‘ork To TP eosd.\ tid 198 
; cy » 2 
; rata hf ey pty | ght net owed onan yey 
ant 7 
Mesto tena hy bened sda tem, eels, eReAgRMe | 1d 


ae | adit eas lat Et 
ee 4; fy , TaN Oy eM 6. a) oT a Vet Pgs Chee P, Agron tt Ry MO ba) iw Va 
a” S 1 


Ty Mei, SL ots a eee TE ae EIEN D oe Vi wp al LS SU Lhe Oe tae es £8 a ke Ls 
by Bet < “ : . ee 4 


- ¥ a 
ht | ‘ Jee ecintte Si oo ono wea bees | 
Me Sur ay i F ; RSW ake uf bw : | 
* : " 
5 fr BY a % 4 ; t 
a i ; i. Z t ts i Fails f ts alt « Rikoe SOEs 5M , \ % n 
ey ra ey ny ; 2 tote EAE i hye i ] Yi f ie 
ae 
| < 

; . 5 
atiahome ete Mo laod? ber WO. OAT) BAW. ih 
rf ‘, + os " rior ci 

; te ‘ona 
i i f ink 
} (ee + | ; fees: 4 ryt ety te oad ie TE One id y aU A 
Chee ‘ danas ine esenet | ahveyty a Chek Spates fK O'S ae cs As Ben Siabent Pi a Tbs, 
| ane God eh? Lees bo" sar rire eg ‘ : ae py rea A 


ty | 7 mr e »? pee af rary i i OY ayer ut ot hi citeatias erbeme bas Pe a: 
ae em Li Leg CAT) 3) At MIEN [1 a ® mine 


ae if 4 ria ee firietia at iff: ‘saedd nice weber: Me - giv euber tie 
; | 


oe we Pig? 4 ipo hae | + . rT . , i ? or As a 


ng ea ee uae soatvaHe Se es 


A vie ed. i aN, rr ¢ cn, My ‘ a n't bao ‘ pT ERED aan) : 


ae sl rt a eons 


Sea oe re 


f 
_ om 


FTP 


2 2QT4G = Mr. F2irweather 


Q. Have you any such lines in the Canadian 
National? 

A. Have we any lines? I don't know of any. 

Q. You have no inter-line with any of your 
subsidiaries? 

A. Not with any of our subsidiaries. You call 
them subsidiaries: they are all consolidated into an 
operating entity. 

MR. O'DONNELL: In so far & your line is 
concerned? 

A. Yes. As far as I know we have no such cofdition 
where we make inter-line rates between parts of the System. 
I never hearfiof such a system. 

THE CHAIRMAN: Coming back to the origin of 
these lines, I asked you a while ago whether they were 


acquired by the Government ‘or by the Company. You see, 
the brief says; 


"From time to time the Government has acquired 


and has caused to be incorporated in the National 

system in the national interest." 
Then I find that the Acts are all Acts which authorise 
Canadian National Railways to purchase; they just authorise 
them to purchase, that is all. To look at the Acts it 
appears as if they were left free; they were authorised 
to purchase these lines. Then the wording °f your brief 
again says "in the national interest". Well, is your 
attitude today to say that in reality: these lines were 
forced on you? 

MR O'DONNELL: I think the words "has caused to 

be incorporated in the National system" mean there was an 


Act in each instance. 
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THE CHAIRMAN: Having regard to the statute 
which clearly authorises you to purchase them? 

MR O'DONNELL: Welly that 1s, the understanding 
Li have. I don’t think they went out looking for the lines 
themselves. 

THE CHAIRMAN: Supposing nothing had been done? 
I am looking for the force of these words, "in the National 
interest" Supposing these five lines which you set out here 
had not been purchased, taken over, what would have happened 
to them likely? Would they have fallen into disuse? 

MR. O'DONNELL: Weld, they might have struggled 
along, possibly, and got into trouble like a lot of other 
lines. I don't know. 

THE CHAIRMAN: you see, you set up the national 
interest as being the reason. 

mrMR O'DONNELL: As to that, I point to the 
express finding of the Duff Commission, my lord, that these 
five railways among the others were acquired, the purchase 
of the railways was based solely on public policy. The 
Duff Commission said: 

"The recommendation of the management is un- 
derstandable under the circumstances, but the 
Commission believes it would have been better 
had the Government assumed this burden directly 
and thus avoided saddling the railways with 
capital charges and operating expenses resulting 
from the purchase of railways based solely on a 
public policy." 

THE CHAIRMAN: You see, that is the only flaw, 

you might say, that that Commission finds in the proceedings. 

MR O'DONNELL: Yes. 

THE CHAIRMAN: They do not say the lines should 
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have been allowed to go . They say the Government should 
have. purchased them, not charged them to the Canadian 
National Railways. 
MR O'DONNELL: If I ena the beginning of that 
paragraph it might just point it out: 
"In explaining the 1929 acquisitions it 
was stated by representatives of the Canadian 
National Railways that the "technical" recommendation 
to purchase came from the Canadian National 
management, but that, with regard to some of them 
it was recognised that they were not of advantage 
from a strictly railway point of view. All of 
them were, however, in a territory served by 
natural 
the Canadian Government Railways and were /adjuncts 
to that system. It was also stated tha ‘the 
service on these short lines under private 
ownership had been, for the most part unsatis- 
factory, and that this led to a strong public 
wdemand that the Government should take over the 
railways. This agitation finally resulted in 
the lines being taken over, although it was 
admitted that the condition of these roads and their 
their earning power were such that they must be 
a burden on the railway system. The recommendation 
of the managemant is understandable under the 
circumstances, but the commission believes that 
it would have been better had the Government 
assumed this burden directly and thus avoided 


saddling the railways with capital charges and 
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and operating expenses resulting from the 
purchase of railways bases solely on a public 
policy." | 

THE CHAIRMAN: When you use the words "in the 
national interest" Tf Suppose you mean that something had 
to be done about it. They could not be allowed to lapse, 
is that the idea? 

MR O'DONNELL: TI think it would be used 
Synononously with the words "public policy" as used by 
the Duff Commission. 

THE CHAIRMAN: For instance you have the 
Gaspe line. Does this mean that if this line had not been 


taken over by somebody, there would be no railway in Gaspe? 


-«~ 


MR O'DONNELL: That might ultimately have been: 
their fate. The Commission says:that the service on these 
lines was unsatisfactory and there was strong: public demand 
and that the Government should take them over, and as a 


matter of national policy--- 


(Page 19153 follows) 
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THE CHAIRMAN: Your only objection is, you follow 
the suggestion of the Duff Commission. 

MR O'DONNELL: Yes, my lord, 

THE CHAIRMAN: You Say that instead of these 
lines having been charged to the company they should have 
been taken over directly by the Government and made part 
of the Government Railways. 

MR O'DONNELL: Theat is Rig 5 

THE CHAIRMAN: And entrusted to you to operate. 

MR O'DONNELL: Yes; and, that not having been 
done, as the Duff Commission said, we were Saddled with 
that burden, with the capital charges and the operating 
expenses resulting from that. 

THE CHAIRMAN: You do not Say thet as a matter 
of national policy these lines Should have been abandoned? 

MR O'DONNELL: I would not Say that, no, my lord. 

THE CHAIRMAN: And the Duff Commission does not 
Say that, 

MR O'DONNELL: No. They simply say that they 
were all in Canadian Government Railway territory, were 
natural adjuncts to Canadian Government Railway, and that 
the complaint and the Strong public demand was that the 
Government should take these particuaar roads over, and 
that that was done. The service on these lines and the 
lines under private ownership had been for the most part 
unsatisfactory, and they were taken over, notwithstanding 
that the condition of the roads and their earning power 
were such that they must be se burden on the railway system. 
Notwithstanding that, as 9 matter of public policy they 
were taken over, and I think when the brief uses the words 
"in the national interest"--- 

THE CHAIRMAN: Yes, but, notwithstanding that, 


your only objection is that, instead of being taken over by 
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the Government, they were--- 

MR O'DONNELL: Foisted on to the railroad, yes, 
and the charges fell on the railroad, and it is e burden 
that should have been adjusted. 

THE CHAIRMAN: As I Bs though, the statute 
Simply provides that you are authorized to purchase them. 

MR O'DONNELL: NEG 7 cllac 1s true, my lord, but 
then the owner of the railroad is the Government, and the--- 

THE CHAIRMAN: I do not say that. I mean, it 
would look there as if you were allowed an option of 
purchasing them or not. 

MR O'DONNELL: Well, that is not what the Duff 
Commission found when it looked into the matter. 

THE CHAIRMAN: "The Canadian National Railway 

Company (hereinafter called 'the Purchaser') is 

hereby authorized to purchase the Inverness Railwey", 
and the price is fixed, and the Governor in Council may 
provide for the raising of the money necessary to pey the 
price as specified in this Act for the property sold. 
Then it provides about the purchase -- that is, the Railway 
issuing notes, obligations, bonds and debentures and the 
Governor in Council gueranteeing them. 

MR O'DONNELL: I think, on the statement in the 
Submission, that they were caused to be incorporated in the 
National System in the national inverest hors neal by, 
putting the metter on the some basis as the Duff Commission 
placed it, that as a matter of public policy they were 
taken over because of the public demand and the unsatisfactory 
Service being rendered by the private owners, and the Duff 
Commission said that should better have been done by the 
Government assuming the burden directly and avoiding saddling 
the railways with the charges. 

Shall I go ahead, my lord? 
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THE CHAIRMAN: Yes, 

MR O'DONNELL: Q. You were boing on, Mr. Fair- 
weather, to explain the estimate there of $12 million 
negative capital, as you call it, which appears at page 
be Ore the brief, concerning the cost of acquisition and 
rehabilitation of these particular lines. Will you please 
proceed? 

A. Well, I have dealt with the wage Situation, I 
heve dealt with the rates, and I WaS proceeding to talk 
about the condition of the property. The condition of all 
of these properties was decidedly poor. They had been 
attempted to be operated by their then Owners with in- 
adequate revenues, and they had naturally let their pro- 
perty go to pieces. The equipment which they owned was 
in such deplorable condition thst you could not interchange 
it with them, end the Canadien National R-ilways had to 
Supply all of the equipment for off-line loading. 

Q. You mean the equipment in such condition it would 
not meet the sefety standards of the System and could not 
be used? 

A, I mean just that, yes. And their track Structures, 
their rails, ballast, everything of that nature, was on such 
8 heywire basis that it was not safe to operate, Consequent - 
ly we had to teke into account the rehabilitation costs, and 
in setting up the economic disability of acquisition the 
interest upon the cost of that rehabilitation was included 
one OLsapitapy Te Ye% 5 Substantial figure in capital 
émount, and even expressed as an interest charge it was 
Still considerable. These estimates for each individual 
line added up to 8 total of $408,000 per year for this group 
of five lines. It is the measure of the adverse effect upon 
the Ayeene net income of these lines as of the date of their 


incorporation into the Canadian National System, but without 
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any interest upon the cost of purchase, 

A check made by me Subsequently showed that 
that figure was reasonable; it is estimated at sround 
$400,000 in a Subsequent check, efter the lines were 
acquired, so I think it can be taken for granted that the 
cost was somewhere in the neighbourhood of $400,000 per 
year adverse to the Canadian National before the cost of 
acquisition; and I notiee here from notes before me that 
in these cases interest upon the cost of rehabilitation 
waS not calculated, so this $400,000 I am Speaking about 
is purely the wage costs sand the traffic evaluation. Thot 
actually ties in with the brief, because the cost of re- 
habilitation is given as a separate item, se that tne 

$400,000 does not duplicates it. 

Q@. Now, did you compute the $12 million negative 
capital on the basis of $400,000 3 year? 

A. No. I discounted the figure of $400,000 by 10 per 
cent to be on the safe side, and used e figure of $360,000 
as the sdverse net effect, which, capitalized at 3 per cent, 
gave me negative capitel of $12 million. 

Q. Now, just while you are on that point, negative 
capital when you use it that Wave Wildgou Must bells the 
Commission what you mean by thst? 

AL, Ityieenothine buts. graphic phrase expressing the 
emount of capital that you would have to have in reserve to 
produce by its interest return the amount of the disability 
in operating account that you. are .eutfering. 

THE CHAIRMAN: Q. Could you Say that a man with a 
Salary of $10,000 had a negative capital of so much? 

A. I would not say oe man with $10,000--- 

Q. Salary. . 

A. Salary -- would have negative capital? 

Q 
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A. Oh, no, I would not Say that, but I woula say 
this, that if-I incur Some loss which is a current and a 
running loss, and I want to evaluate it in capital terms, 

I think it would be quite proper to capitalize it and say 
that it is negative capital, | 

MR O'DONNELL: Q. And this is to take care of 
this continuing year-by-year loss? 

Av CB dealt Simply means this, that if the Canadian 
National desired to be made whole as compared with what 
I have been presenting, somebody would have to give the 
Canadian National $360,000 a year, or they could give us 
@ lump sum of $12 million, and one is the equivalent of 
the other, 

Q. And you would hope to get 3 per cent on that? 

A. Yes, 

Q. And have sufficient moneys to take care of this 
operating disability? 

A. The use of negative capital in this sense is 
Simply a convenient way of evaluating the disabilities, 
that is all, 

Q. As to these five lines, Mr. Fairweather, you are 
Speaking with first-hand knowledge of the Situation; I think 
you said you made a Study in the first instance yourself? 

A. Every one of these studies was made under my 
direction, 

Q. That is, prior to acquisition in the first instance? 

Aa Prior to acquisition, and as a guide to managerial 
policy, 

Q. And then at a later date you made a check? 

A. At a later date I made 3 rough check to see whether 
after acquisition the results Supported my original estimates, 
end I found, that it did within the limit of accuracy that 


One expects. 
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Q. Now will you just go to a further paragraph on 
that same page 12, where Mr, Gordon mentioned the operations 
of the Newfoundland Réilway and Steamship Services, and 
Said that they would constitute @ burden on the system 
income to the extent of $4 mititon yearly, Mr. Cooper told 
the Commission of the results experienced to date concerning 
these services. Now, would you care to comment on that 
matter, and particularly upon the effect which the Operation 
of those services may in your view have upon the system 
income account in the future? 

A. Well, here we are dealing with a very Special 
matter, and I also in this case have some special knowledge 
of it, because I was on a committee to deal with the trans- 
portation features when Newfoundland became a province of 
Canada. 

Anyone who knows the Newfoundland Railway send 
Steamship Services first-hand knows thet it is a very 
essential service for Newfoundland. Anyone would also 
quickly realize that if you tried to collect from the people 
of Newfoundland enough revenue to pay for those services 
the charges would be fantastic as compared with the charges 
in the rest of Canadas. That is the reason why this heavy 
deficit must be anticipated. 

The Newfoundland Railway is a narrow-gauge railway, 
it traverses a very rugged country, where you no sooner climb 
out of one river valley than you plunge down into another, 
the grades on the Newfoundland Railway are about 2% per cent, 
and I think the curves run up to 15 or 16 degrees, and the 
rise and fall (which is a technical term engineers use to 
describe the condition of a railwey) is something out of 


this world. 
In addition to the ‘railway there is es Steamship 


Service, a coastal steamship service, which brings mail and 
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merchandise and furnishes passenger accommodation to the 
outports, as they’ sre called, along the coast of Newfound- 
land. It is a service which cannot conceivably be 

expected to pay its way, because it requires a class of 
boat to combat the weather which is quite out of proportion 
to the traffic that would be offered, 

For those reasons the unit cost of doing business 
in Newfoundland I should surmise would be easily -- oh, I 
would think it would ‘be three times the cost of doing 
business on the mainland. Thst is why we have contemplated 
Se Be iar 

The deficit for 1950 is estimated at $4,253,000. 

Q. In round figures? 

A. In round figures; and, to allow something on the 
conservative side, it was taken into this estimate at 
$4 million. I am quite certain that we will have to make 
Substantial expenditures in Newfoundland. Some of them 
Will be remunerative, but many of them will not, and in 
this particular case I can see no hope where increasing 
traffic would overcome this deficit situation, because in 
my Opinion the out-of-pocket cost of earning a dollar of 
revenue in Newfoundland is above the revenue. 

THE CHAIRMAN: Mr. O'Donnell, I see the pera- 
graph in question refers to the entrustment, not to the 
acquisition. 

MR O'DONNELL: ).That is right. Yes, dn this case 
there was an entrustment. 

THE CHAIRMAN: Well, to whom does the railway 
belong now, and the steamship service? To the Government 
of Canada? 


MR O'DONNELL: Yes, the Government of Canada; but 


the entrustment and operation of it--- 


THE CHAIRMAN: The Government itself'has acquired 
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i vay 

MR O'DONNELL: Yes, my lord; and it has been 
entrusted to the Canadian National for Operation, and the 
deficits on 1) will be merged in the system figures, 

THE WITNESS: Yes, 

MR O'DONNELL: Under the entrusting order, 

THE WITNESS: Under the entrusting order, the 
Newfoundland Reilway and Steamship Services becomes part of 
the property entrusted by His Majesty to the Canadian 
National Railway. 

MR O'DONNELL: If your lordship thinks 3 copy of 
the entrusting order would be useful, we will be glad to--— 

THE CHAIRMAN: I was just making sure, in respect 
of the acquired lines, which were your property and which 
were not your property. It is all under the Same heading, 
"Effect of Acquisition", 

MR O'DONNELL: That is right, myy lord. 

@. This figure of $4,253,000 that you used is the 
figure, incidentally, which is included in the ennual budget 
which is to be submitted to Parliament on Monday, is 
LoCnOt? 

Ac. Yes. 

Q. And your estimate there of $4 million yearly in 
round figures, you have capitalized at 3 per cent again, 
as you did before? 

A. Producsing $134 million. 

Q. Now would you please turn to the next page of Mr. 
Gordon's Statement, page 13. Mr. Gordon and Mr. Cooper both 
referred to the Menieediats Railway, and I understand, Mr. 
Fairweather, that you have estimated that the Canadian 
National will be burdened through the operation of this 
railway to the extent of $180,000 a year, which is equivalent 


tto $6 million of what you have termed negative capital. Now, 
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would you please Give the Commission such information as 
you consider pertinent to this particular case? 

A, This again is an instance where I examined into 
the effect upon the Canadian National net of the 
incorporation into the Canadian National OL aA a — 

THE CHAIRMAN: Pardon me, Mr. Fairweather. This 
line, the Temiscouata, is not one of those mentioned at the 
COpi of .page 12; 

MR O'DONNELL: No, my lord. 

THE CHAIRMAN: Again I should like to know, does 
it belong to the Government or--- 

MR O'DONNELL: TI understand this was bought in 
the name of the Canadian Government Rsilways. 

THE WITNESS: This particular line was bought by 
His Majesty. The history of this particular line is thet 
it too started to run down when revenues were inadequate 
to meet expenses. TI may Say that both the Canadian National 
and the Canadian Pacific Railway tempered their treatment of 
this line to keep it afloat, and, notwithstanding that, in 
the post-war period the situation developed where it got 
into very, very serious difficulty. The Study I made indi- 
cates that the incorporation of this line into the Canadian 
National System produces about $180,000 a year adverse 
effect. That is after taking into account all of the items 
which I have deelt with in the examples of the Gaspe Railway 
and the Kent Northern Railway, and in this case in addition 
to that the interest on rehabilitation, because the rehabil- 
itation ,cost is not shown Separately in the brief..so.in 
this case the interest on rehabilitation is included. It 
produces a condition of $180,000 adverse effect. It may be 
of interest to you to know that in this particular case the 
rate reductions amounted to $159,000. TI happen to have the 
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MR O'DONNELL: Q. That iS, aS a result of the 
taking over? 

AA) Yes’. 

Q@. The rates previously in force were an effect 
reduced by $150,000? | 

A. $159,000 per year, 

THE CHAIRMAN: Q. What is the extent of this 
Temiscouata Railway? 

A, Pardon, sir? 

Q@. What is the Length ;. the mileage, of this Temis- 
couata Railway? 

A. It extends from Riviere du Loup to Edmundston, 
that is a distance of about 80 miles, and then a Little 
branch line out to a place called Connors.) 4 a Suppose the 
whole thing would sdq up to a little better than 100 miles 
of railway, 

MR O'DONNELL: Q. Ana you ma de your study--- 

A. It adds up to 101 miles, 

Q. You made your Study of the Situation, Mr. Fair- 
weather, before it was actually entrusted to you? 

Oh, yes. These estimates were for the purpose of 
advising the management during the negotiations. In this 
particular case the Canadian Nationel was authorized by the 
Government to negotiate, and we did negotiate the purchase, 

Q. And in the course of your negotiations this study 
YOu speak of became necessery, and you made it yourself? 

A. It was made under my direction, 

Q. Under your direction, yes; and you are familiar 
with and responsible for Lt? 

A. Yes, 

Q. Now, the agreement when made was confirmed, was it 
not, by statute? 


A. The purchase agreement? 
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Q. Yes, 

Oh, yes, 

MR O'DONNELL: TI think, my lord, it will be found 
in last year's Statutes. 

Q. Then, unless you have Homeunine else to add, Mr, 
Fairweather, to the matter of the Temiscouata Railway, I 
Will go to the next question. Have you anything else to 
add? 

A. No, I have nothing else to add. 

Q. Your computation there again of the adverse net 
result annually of $180,000--- 

A. $6 million equivalent capital. 

Q. Becomes $6 million equivalent negative capital. 
Now, in the next paragraph on page 13, under the heading 
"Effect of development lines" on the Canadian National, I 
would ask you to comment on that. Possibly you might 
first of all explain to the Commission what a development 
Yoranch line or 8 development line is. I think his lordship 
asked that the other day. | 

A. Well, in my judgment a development line is nothing 
but a branch line which is built to tap the notural resources 
of the country and make them available to the commerce of 
the country, 

THE CHAIRMAN: Yes, it is important:, because on 
page 15 that peragraph 3 asks for Special provisions for 
future development lines. 

MR O'DONNELL: That is right. 

THE CHAIRMAN:Q.That means development branch lines? 

| A. Development branch lines, yes, sir, 

COMMISSIONER ANGUS: 9. In the interest of the 
railway system or in the national interest? 

A. Well, ultimately we would hope in the interest of 


| the railway system, but very rarely would you find one of 
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these development lines adding to the net income of the 
system for many, many years. TI would think that it could 
not be expected on the average to reach & position where 
it added to the net income of the railway, oh, for fifteen 
years, | 

THE CHAIRMAN: Q.- You do not name these lines, you 
do not tell us what lines; you give us the amounts, but 
you do not say=-- 

A. Well, there are a Lotrof these lines. For instance, 
here is a typical one, the Flin Flon branch line; it’ cost 
$6,250,000, 

Q@. How much? 

A. $6,250,000. There is the Sherritt-Gordon line, 
which was built to serve the Sherritt-Gordon Mines; that 
Cost $2,614,000. 1'-There ‘is the Noranda line, built to serve 
the Noranda property; it cost $3,565,000. There is the 
Senneterre branch line--- 

Q. What is the last one? 

A. Senneterre, in Northern Quebec; it runs from 
Noranda to a place called Senneterre; it cost $5,641,000. 
And our most recent development line is the Barraute line, 
40 miles in length, north of the Transcontinentsl, and that 


cost $2,621,000, Those are Samples of this type of activity. 


(Page 19167 follows) 
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THE CHAIRMAN: Q. How did you come to build 
these lines, these particular lines? Was it by a Statute? 

A. The history of these lines is quite simPle. Ana 
I might say that I am the Chier Development Officer of the 
Railway. 

The practice would be for the person or persons, or 
organization that had some development in mind, to come 
to the Canadian National and to Celtrus “their plans, and 
to ask us what their chance was of getting a branch line. 

We are having such visits from industry all the time. 
AS a matter of fact, there are three of them at the present 
time under consideration. 

We say to the industry: Just what are your plans? 
What is it you propose to do ? What is the extent and 
the nature of the natual resources you wish to develop? 
And how much of your capital are you going to put into the 
development of it? Where do you eee your markets to be, 
and everything of that nature? 

We then are able to get an approximate idea of how 

much traffic we might expect from that particular 
industry. 

We next examine into the possibility of this line 
being of use for general developmental purposes: chat ta, 
it might open an opportunity to other entrepreneurs, or 
to settlement. 

Amd with this informaiion we make a report to the 
management which is either favourable to the idea or 
adverse to it. 

I well remember that when the Noranda line was 
applied for, it was turned into our department. I was not, 


at that time, at the head of the department, but I was 
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actively engaged in the matter. 

The Noranda interests showed us exactly what they had 
in mind, and they said: We want a branch line. We cannot 
go into this property without a branch line. 

So we sent a man up to the property, and we were 
furnished with the information with regard to the 
development as it stood at that time, which was in the 
prospect stage. And he came back and we had to make up 
our minds whether or not that branch line was justified 
in the light of the information disclosed. 

In that particular case we recommended in favour of 
it. And it was considered by the Canadian National manage- 
ment and was then submitted to Parliament with a request 
for an Act that would permit the Canadian National to build 
the line in question and to provide for the financing of 
LG. 

In many other cases you will find, not a particular 
industry, but conditions where, in an agricultural 
community, there would be a desire to extend a branch 
line for the purpose of improving the transportation 
Situation of the farmer. 

Many branch lines built in the 20's were of that 
character. | 

Cur,erocedurei in cases like, that 18 to make @ 

Survey of the agricultural potentialities of the country 
proposed to be served, to.estimate the cost of service 
by the Canadian National, and to try to balance that up 
against the benefits which the farmersS would secure. 

Generally speaking .on these agrarian lines, the 
direct return from the hauling of a farmers produce and 


his supplies, and one thing and another, would not be 
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sufficient to produce a balance in favour of the line; 
but when you lift your sights to include the whole 
national economy, it might be different. 

COMMISSIONER ANGUS: Q. To include the whole 
national economy, or to include the future earnings of 
your system? 

A. The whole national economy primarily. 

I made a study of the development of wealth in Western 
Canada with regard to the development of railways, to see 
if there was any indication of the law of diminishing 
returns operating, and I failed to find 1t up to the time 
that I made the study. 

The study showed about $14, I think it was, of increase 
in national wealth per dollar expended on railway develop- 
ment in Western Canada. 

Now, that does not mean that these branch lines are 
profitable from the point of view of the rasiway. | Bur wee 
does mean that the making of transportation available to 
the country does, when you add the whole thing up, produce 
a very substantial amount of capital wealth. 

Q. But that is a type of calculation which only 
a Government owned railway could make. 

A. I do not think the Government owned railway made 
to think that, I made it. 


Q. I did not mean the mathematics of it. I meant 


that only a Government owned railway could afford that as 
a justification for building the line. 
A.” As a justification for building the line? 


ies LCS’. 
A. I did not intend it to be meant as a justification 


for building the line. 
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Q@. Oh, I guess I misunderstood you. 

A. I wished to find out whether construction of 
railways in Western Canada - whether the law of diminishing 
returns was operating; and I examined the increase in 
wealth growth as against the increase in the railway 
industry, and I could not find any evidence that the 
dollar put into railway construction in this period was 
less productive than the dollar put into it in a previous 
period. 

Q. And in considering an application of whether a 
line should or should not be built do you think that 
this calculation about the economy in general was decisive, 
or would it be a calculation about the future earnings 
of a line which would be decisive? 

A. I thought I had said that my calculation did 
not enter into the decision to build the line, but that 
my study was simply made to Satisfy myself, to satisfy 
my own curiosity, and did not have any possible connection. 

THE CHAIRMAN: Were these lines already built 
which you are talking about? 

A. Yes, they were already built. There was no 
speculation about it. 

Q. I mean such lines as those you mentioned, the 
Sherrit-Gordon, the Noranda, and the Flin Flon; you say 
that the Company decided, itself to build them? 

A. Oh, yes, the Company decided, itself, to build 
them based on recommendations and on submissions made. 

Q. So the only objection about it now is the manner 
in which they were financed? 

A. I think that can best be explained this way: it 


has to do fundamentally with the maintenance, in the 
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future of a reasonable relationship ofequity teapital of 
the Canadian National to the funded debt. 

If you say, for the sake of argument, that the 

. is adopted 
recommendation contained in the Brief fand if you pursue 
the same policy for finding capital for the Canadian 
National in the future as has been done in the past, you 
immediately start to upset the balance which you have 
Obtained. And this is one piece of machinery designed 
to maintain somewhat of a balance. 

You see, we normally get all of our capital as 
interest-bearing debt. And if we get all of our capital 
as interest-bearing debt, no sooner do we scale it down 
than we have to put additional capital into the property, 
and it is no mean figure. I think it would certainly 
average $30 millions a year over a long period. 

And in the course of time you would climb into a 
position where you would once more Have an imbalance. 

One of the measures here i3a that ifsrinsthe building 
of development line - and I believe future developmental 
lines are going to be necessary in Canada - if provision 
is made that a reasonable proportion of that cost is 
provided as equity capital, it would be an automatic 
Safeguard against our .funded debt climbing to a point 
which is unrealistic. 

THE CHAIRMAN: Q. Does that mean the Government 
looking after it? 

A. That is all it means. Actually the cost of 
providing facilities is not going to be changed at all. 
But it does have the advantage, I submit, that it maintains 
Somewhat of a better balance to our funded debt. 


Q. What about these lines themselves. Are there 
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of them which you say ought not to have been built? 

A. That is a very difficult question. Some of them, 
my lord, are actually not completed, so I think I would 
have to qualify my answer. 

In this $85 million there are amounts with regard 
to lines which in the 1920's were considered as desirable 
in the national interest. Then construction was stopped 
on them, and they lie there in a semi-finished condition. 

Q. Have you named any of them? 

A. One of them is the Sunny Brae, or the Guysborough 
branch line, and the Bonnyville branch line in Western 
Canada, for example. Now, it becomes a question. Certainly, 
they have lain dormant for more than twenty years. 

COMMISSIONER ANGUS: Q. When you. say the 
capital burden is excessive,what you really mean is the 
funded debt? 

A. Yes, that; is the point. The language may have 
been obscure, but the intent was the interest-bearing 
debt of the Canadian National should be maintained in 
reasonable proportion, and that unless you adopt some 
measure like this with regard to the future, you are 
going to get yourself into a position where you no sooner 
fix it up than it gets"out of wack" , if we have no 
access to capital except through borrowed funds. 

MR. O'DONNELL: Q. You must borrow every 
dollar you put into these lines ? 

A. We can, of course, uSe our depreciation reserves, 


but once we have done that, when we want to use them to 


buy equipment, they are not available. So it is as broad 


as it 18 Jong. 
THE CHAIRMAN: I see it is about adjournment 


time. I would like to say that we have decided, after 
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were summoned in the matter, that on Monday we would 

take up the Crow's Nest Pass Case and postpone the further 
hearing of the Canadian National Case until we were through 
with the Crow's Nest Case. 

MR. O'DONNELL: I understand that is the wish 
of the Commission and we are very glad to comply with 
a ea 

THE CHAIRMAN: Have you any idea how long the 
Crow's Nest Pass Case will take, Mr. Covert? 

Mas COVERT:; [tis rather difficult to- say. 

I have been trying to arrange with counsel that they 
take the Briefs in as read. There are not many Briefs 
and then we might finish them well within three days. 

MR. EVANS: Are you including the argument in 
those three days? 

MR. COVERT: Oh, yes. 

THE CHAIRMAN: We wish to conclude the whole 
thing. I asked Mr. Covert how long he thought it would 
take. We are not saying three days. 

You will remember that it has always been understood 
that this would be the final disposition of the Crow's 
Nest Pass Case. 

MA. EVANS: Jd, did inot expect to be ready for 
argument as quickly as that. 

THE CHAIRMAN: We did not expect so, either. 

But I understood from Mr. Covert a while ago that counsel 
had been consulted and that it was agreeable to all 
concerned to begin the Crow's Nest Pass Case on Monday. 

MR. EVANS: It was mentioned to me this afternoon 


by Mr. Covert, but I had not previously heard about it. 
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THE CHAIRMAN: Then what is the true position? 

MR. COVERT: I gathered from Mr. Evans it was 
a question of time. But that was only an estimate that 
I was able to make. 

THE CHAIRMAN: Then it is understood that we 
Shall begin with the Crow's Nest Pass Case on Monday and 
will finish with it before we take up anything else? 

Maw COVERT: eThateis right. 

THE CHAIRMAN: Very well. We shall adjourn 


now until Monday morning. 


---At 4.10 p.m. the Commission adjourned until Monday, 
Marchgeyvyy O50 ,.at the hour of 10.30 a.m. 
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OTTAWA, ONTARIO 
MONDAY, MARCH 27, 1950. 


MORNING SESSION 
a Ne en A 


THE CHAIRMAN; I understand that we are to go on 
with the Crow's Nest Pass rates this morning. 

MR. MacPHERSON:; Yes. The first Brief is that of 
the Joint Submission of the Provinces of Alberta, Saskatchewan 
and Manitoba. 

THE CHAIRMAN: Are you ready, Mr. MacPherson? 

MR. MacPHERSON; Yes, my lord. 

THE CHAIRMAN: All right. 

MR. MacPHERSON: The Joint Submission of the three 
provinces represents the conjoint effort of the three provinces. 
The Submission as made is the submission of each of the 
provinces as well as that of all the provinces. In the 
preparation of the Brief the provinces workea conjointly; 
and for the Province of Alberta most of the work was done 
by Mr. Hu Harries, with the assistance of Mr, Darling; for 
the Province of Manitoba, by Mr. Moffat assisted by Mr. 
McLeod; and for Saskatchewan, Dr. Britnell and Dr. Fowke. 

Fach of the provinces will put a witness in the box to be 
examined by the Commission or to be cross-examined. The first 
witness to be called is Dr. Britne1llwho will deal particularly 
with the first part of the joint submission. 

In the submission as filed there were certain textual 
and typographical errors. For that reason, without changing 
the argument, in order to have the matter correct in every 
detail, Part I of the Brief has been printed and copies 
have been given to everyone and are available in printed 
form as to the part of the evidence which will be given 
by Dr. Britnell. 
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MR. SINCLAIR: In view of the fact that we have 
prepared our cross-examination, my lord, on the mimeographed 
Submission, I wonder if my friend Mr. MacPherson would 
indicate when he comes to the part where any change has been 

made or any correction, whether of a factual or typographical 
nature, so that in conducting cross-examination we may have 
this information. 

MR. MacPHERSON: I do not think there is anything 
that will worry my friend. It is a matter that has to do 
largely with references and the designation of references. 
There is nothing that will worry him in any way in that 
connection, 

MR. SINCLAIR: I just wanted to be clear on the 
matter; that is all, 


MR. MacPHERSON: I understand. 


DR. G. E. BRITNELL - CALLED 
EXAMINATION BY MR. MacPHERSON:- 
weedeat dicen ole hats Bel ea ice eadiatermeselal sete 


Q. Dr. Britnell, you have already given evidence 
in presenting the Brief of the Province of Saskatchewan 
to this Commission before Christmas? 

A. Yes. 

Q. You then gave us the qualifications you haq as 
a witness? 

Arnis Yes, 

Q. And we do not need to repeat them now. You are 
presenting part of the joint submission of the Prairie 
Provinces relative to this question of the Crow's Nest Rates? 
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- And you have that submission before you? 


Yes. 


Qe 


- Would you please commence? 
A. Part I deals with the historical analysis of the 


Crow's Pass Agreement and Rates. 
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PART 1 


HISTORICAL ANALYSIS OF THE CROW'S NEST PASS AGREEMENT 
ee NN NBOL PASS AGREEMENT 
and 


RATES 


The Crow's nest rates on grain and flour have been 
attacked before the Commission as a "pure historical sur- 
vival". They are an historical survival but this fact 
does not constitute an argument for their removal. It does 
indicate clearly the nature of these rates and emphasizes 
the need for historical analysis in order that their origin, 
purposes and inherent necessity may be understood. The 
rates in question are contractual rates, instituted and 
maintained in fulfilment of the terms of a voluntary 
agreement between freely contracting parties. Though their 
field of application has been expanded by legislative action 
in certain directions it has been restricted in others, with 
little possibility that the balance of earant lee or dis- 
advantage from such adjustments can be appraised with any 
degree of accuracy. 

It is our contention that among the strongest of the 
arguments which exist for the maintenance of Crow's Nest 
rates as statutory rates and at their present level are those 
arguments which relate to historical circumstance. ‘It is 
necessary therefore, to examine the conditions under which 
they were agreed upon and introduced. 

Crow's Nest rates were introduced by the Canadian 
Pacific Railway in conformity with an agreement made under 


en Act of the Federal Government in 1897 (Statutes of 


Canada, 60-61 Vic., c. 5). The Government agreed to grant 


the C.P.R. a subsidy of $11,000 per mile, but not exceeding 


1 
/ £35838 “000 for the construction of a railway from Lethbridge, 


Soa St tea 
aps 


: MOTMw 4 Iqomugie 


vee SD aly a 


- 19179 - 
Dr.Britnell in ch 


Alberta through the Crow's Nest Pass to Nelson, British 
Columbia. The C.P.R., on its part, agreed to build the rail- 
way to specifications as to Stenderd, location and time; 
it agreed to permit control of certain of its rates; and 
it agreed to introduce Specific reductions in certain other 
rates. The latter rates as reduced in accordance with the 
agreement have come to be known as "Crow's Nest" rates. 
The rate changes agreed to by the C.P.R. were the Following: (1) 
(a) @ reduction in perpetuity of three cents per 
hundred pounds on grain and flour from points 
on Canadian Pacific lines then existing in the 
West to Fort William and points east thereof; 
(b) a reduction in perpetuity of varying percent- 
ages on certain commodities from points on 
Canadian Pacific lines then in existence in 
Eastern Canada to points on Canadian Pacific lines 
then in existence in the West. The Specified 
commodities included such items as agricultural 
implements, 211 kinds of wire, iron, naiis snd 
Spikes, binder twine, roofing and building paper, 
Window glass, paints and oils, and furniture. 
The reductions veried from 10 to 33-1/3 per cent 
and were commonly of the former figure. 
One part of the Crow's Nest Pass Agreement, therefore, 
provided for assistance for the construction of a direct 
rail link between the Kootenay Valley and the transcontin- 
ental line of the C.P.R. This marked an important new step 


in the development and integration of the Canadian economy. 


(i) See Statutes of Canada 60-61 Victoria Chapter 5, LBO7 
Section 1(&) and Ie) gee also Submission of Canadian Pacific 


Railway to the Royal Commission on Transportation(Montreal, 


1949), Part 1, p. 154. 
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The other part of the Agreement, however, concerned the 
Prairie Provinces particularly and related to rate 
reductions on existing lines of railway rather than the 
construction of new lines. This pant of the Agreement, 
then, broke no new @round and constituted merely a continua- 
tion of the prolonged effort of the Federal Government to 
secure adequate transportation facilities for the | 
Prairie region and to assure the provision of these facili- 
ties to the settlers at reasonable rates. Ag such, the 
Agreement was but one further step in the working out of 
the National POlaty. 

It must be emphasized that the rate concessions 
made by the C.P.R. in accordance with the Crow's Nest Pass 
Agreement were Specific to a particular region; toapartic-— 

commodities, and to particular 

ular/movements of those commodities. The Agreement did not 
require or aim at a general lowering of rates on all 
traffic. The reducttons on eastbound traffic wére limited 
to grain and flour moving to Fort William and beyond. These 
reductions were designed to improve the competitive export - 
position of the cash Staple of the Prairie region and thus 
to encourage that type of eccnomic activity without which the 
region could not be developed. The reductions on westbound 
traffic applied to certain commodities, particularly agri- 
culturel implements and building supplies, moving from 
Eastern production centres into the Wast. These reductions 
involved the dual Purpose of providing western settlers with 
cheaper capital equipment and of assuring that the maximums 
possible proportion of this equipment should be supplied by 
Eastern Canadian factories and carried to the West-over 
Canadian railways. . 

The Crow's Nest rate reductions as a group, therefore, 


were clearly directed toward the furtherance of economic 


(Page 19181 follows) 


+) 


\ 


on | Pamtesnoe ey By aa ioeneorah on Ae Haw 


“Lae 
covtualoeg. Menderes Bee: 


weet. 30 natteundanse 


‘1 Te Pee 


pavers | ae om aslond aed 


pagaotong odd 20 mold 

| ofepipe bs oO 
tobgor seed 

“ony ot ath 


Rew tome oTeh 


sham.” 
SIHOo | | 


: fi 4. in OY Mees, Aneto: ia 
79 


corn 

‘p? 
} 
| 


a P+) on 
sJiea? a 
2aB 4s 


ae Sees 


eroque 


Joy piveo sotgen 
be: fqgs. abet te 
enkh £4 bard: baa asnomel qt Lenydine, 


is aeio ttoubes sae geet edd Qtnr 89 77 nag) apitexbons weodees 
iw: aqelnion Hedaer anibive » dee sisomd -f cub edt pedal 
cneuin been: Ad gett gatiweas te we 

Nd: be sae balan Foommy toes 


a navongestt en? of 


A=5 


mts OE 1 aw Dr .Britnell 


development in the Prairie region and toward the linking of 
that development with the Eastern Canadian economy. This 
is the basis on which the Crow's Nest Pass Agreement, which 
embodied these rate reductions, must be recognized as 
a further step in the implementation of the National Policy. 
In order to understand the importance which attached 
to the furtherance of economic development in the Prairie 
region at the time of the Crow's Nest Agreement it is neces- 
Sary to review the central features of the National Be? 
The central point in that policy was that it envisioned the 
solution of the economic perplexities of the St. Lawrence and 
the Maritime provinces by the encouragement of interprovin- 
cial trade and by the expansion of the field of economic 
activity. The construction of the Intercolonial Railway, - 
combined with tariff protection, would accomplish all that 
could be accomplished in the way of stimulating trade among 
the territories which were already developed. As for any 
Significant measure of expansion of economic activity, the 
only possibilities lay in the Western territories, (partic= 
ularly in the region of the central plains. Gold discoveries 
on the Fraser River in the elighteen-fifties and in the 
Cariboo in the eighteen-sixties Strongly suggested the 
possibility of economic development in the coastal area and 


intermountain valleys as well. 


Js 0 A SOO ee ee) 
(2) For a fuller analysis of the National Policy see the 


Submission of the Province of Saskatchewan to the 
Ee OF paskatcnewan to the 
Royal Commission on Transportation (Regina; 
a PEN ON smansportation 


King's Printer, 1949), Part II. 
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In the early days of the formulation of the National 

Policy the economic potentialities of the western Canadian 
Plains were quite uncertain. There were many who dismissed . 
the prairie West as unworthy of se htods consideration. 

The Hudson's Bay Company, which held proprietorship over 
Rupert's Land till 1869, argued that the entire area was 
useless except as a fur-trader's preserve. There were, 
nevertheless, fragmentary and inconclusive bits of evidence 
which, taken collectively, lent Support to the view ‘that the 
plains area north of the 4Oth parallel of latitude was not 
entirely devoid of agricultural possibilities. Palliser and 
Hind, viewing the region in the late eighteen-fifties for the 
Imperial Government and for the Province of Canada, respec- 
tively, both reported substantial areas of fertile land bee 
ween the Shteld and the Rocky Mountains. The American tide 
of settlement swept northward as well as westeard around 

Lake Michigan. The Red River Settlement was firmly if mod- 
estly established b6yond the western margins of the 

Canadian Shield. 

Though prospects for western expansion were 
highly uncertain at the time of Confederation, and after, 
they were nonetheless actively promoted by certain eastern 
newspapers such as the Toronto Globe. They were also strongly 
advanced by a number of members in thé Canadian Legislature 
in the Confederation Debates of 1865. The analogy with 
American experience was prominent in their reasoning, the 
argument being that western produce would move through the 
eastern provinces as it did through the eastern states and 


that the West would provide a substantial new market for the 
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Products of eastern manufacturers. (3) After Confederation 
an ever-strengthening faith in the possibility of economic 
expansion in the central plains impelled the Federal 
Government to undertake important and, in some cases, 

costly measures which could only be justified if that 
exonomic expansion could be attained. Title to the 

western territories was secured from the Hudson's Bay 
Company, a land’ settlement policy was devised, immigration 
was fostered, and a Pacific railway was built. Pind tay... y 
protective tariffs were adopted to assure the funnelling 

of the inward and owtward trade of the newly-develop ing 

area through the eastern provinces. 

THe cCostivest of tte prerequisite instruments 
of the National Policy were the railroads--one to link the 
St. Lawrence with the Maritimes, and one to link the St. 
Lawrence with the Pacific Coast. Expediency rather than 


fundamental principle dictated whether these railroads 


rs) See for example the statement of W. McGiverin 


(Lincoln, Upper Canada). "What then may we papel 
3 
our_great North-Wegé-,to become?: If we had it q@pened 


Canada would be the carriers of its produce, as 
the Middle States are the carriers of the Western 
States and the manufacturers of its goods as the 
Eastern States are now the manufacturers of the 


goods consumed by the West." 


(Canadian Confederation Debates, p. 470.) 
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would be built by the state or by private companies sub- 
stantially financed by state benefactions and guarantees. 
The Intercolonial Railway was built as a government under- 
taking. The construction of the Pacific railway was attemp- 
ted both ways and was finally completed by a private 


Syndicate well fortified by government grants of cash, land, 


completed line, security guarantees, tax exemptions, | 
freedom from rate control, and a monopo}y clause. Legally 


the Intercolonial Railway and the Canadian Pacific Railway 


emerged as distinct and sharply contrasting types of 
institutions--the one, state; the other, private. 

Funetionally they began and continued as substantially 
Similar institutions--agencies of the State designed for the 
furtherance of the National Polley. 

The concessions made by the Federal Government 
to the Canadian Pacific Syndicate were adequate to secure the 
completion of the railway across the Shield and plains to the 
Pacific. But the railway, operating under these concessions, 
did not assure the rapid sett?ement and economic expansion 
of the West. The monopoly clause, combined with a practical 
exemption from rate control, left the Company in a position 
of security against the threat of competition and with a 
freedom in the determination of rates and services which was 
not conducive to agricultural expansion in the western 
territories. Modifications were imperative in order that 
the Canadian Pacific Railway might better serve its intended 
purpose in regard to western economic expansion. The 
monopoly privilege was the first to go and was withdrawn 
in 1888. Rates on imports into and exports from the Can- 
adian West remained unsatisfactory to the settlers and 
acted as a deterrent to western agricultural expansion. 


In 1897, the newly elected Liberal Government, 
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convinced of the importance of promoting western 
Settlement, seized an Opportunity which presented itself at 
that time to secure a Substantial readjustment of 

western freight rates by age nment with the Canadian 

Pacific Railway. 


Gold discoveries in the Kootenay Valley ,of 


British Columbia in the eighteen-eighties prompted inten- 


Sive prospecting in the area Which, in tUrn, led to the 


discovery of rich silver and base-metal properties 
and the development of a considerable mining activity. 


The north-south position of the mountain ranges and inter- 


vening valleys and the location of the mineral areas in 
close proximity to the American boundary made the locality 
much more readily accessible to American territory and to 
American water and rail communications than to Canadian. 
Base-metal extraction required smelting which posed the 
problem of securing adequate supplies of coking coal. 
Smelters were already located at the American coast and 

in the inland states. American railways were built north- 
ward into the region and the ores moved by waterway and over 
these railways to the American Smelting centres. The whole 
area could readily have become a hinterland to the north- 
western states. 

Such a development would, however, have cons- 
tituted a major breach in the National Policy which required 
that economic development in Canadian territory should be in- 
tegrated into the Canadian economy rather than the American. 
Specifically the Canadian Pacific Railway was vitally inter- 

tha that 
ested in assuring the supply and/the outward movement of the 
produce of this region should move over Canadian Pacific 
lines instead of being drawn southward to move over American 


transcontinental railways. 
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As early as 1889, the C.P.R. was impressed 
with the importance of diversity of traffic and of territory 
for the assurance of their earnings position. The Company's 
Annual Report for that year stated in part: 
"While the results of the harvest will always be 
a matter of great importance as affecting the earnings 
of the railway, the past year has shewn that it is 
already ‘comparatively independent of the crops of 
any one Province or any one season. This is in part 
due to the vast extent and great diversity in the 
character of the territory covered by the lines of 
GhenGonpary, 0d. in part to the development of 
mining and other industries not affected by 
local causes..."(It) 

At the same time the C.P.R. was specifically 
interested in the mineral developments taking place in the 
Kootenay and Columbia Valleys. There were two problems, 
the first to improve the transportation facilities within the 
region, and the second to link the region with the main line 
of the Canadian transcontinental railway. Local transporte 
tion Fe unheay annals of the Columbia and the Kootenay Valley 
by rail. As for the link between the region and the C.P.R. 
main line, this could be effected by joining the Arrow Lakes 
to the transcontinental by a short, north-southbranch line, 
or by building erie from a point on the main line on 
the plains, through the Crow's Nest Pass to the Kootenay 
mining territories. 

From 1889 to 1896 the C.P.R. was active in 
securing control of local transportation within the 
Kootenay-Columbia territory and in establishing rail 


for the year 
(4) Canadian Pacific Railway, Annual Report,/1889, pp.12-13. 
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connections between their main line and the Upper Arrow 
Lake, The Annual Report of the Company for 1889 contains 
the following statement: 
"To prevent the invasion, by foreign lines, 
of the Kootenay District, in British Columbia--a 
district rich in precious metals and other natural 
resources--your directors have secured Sontrol 
of the charter of the Columbia and Kootenay Rail- 
way Company, and agreed with the Provinciel Govern- 
ment that the railway shall be built, about thirty 
miles in length, during the present season, to 
connect the navigation waters of the KoO tenay Lake 
with those of the Columbia River thus opening a 
line of steamboat and railway communications of more 
Ciemre 0 Miles ve" (5) 
To assure control of the steamboat portions of this route 
the C.P.R. in 1890 leased for 999 years the Columbia and 
Kootenay River Navigation Company.(6) In 1893 the Company 
leased the Nakusp and Slocan Railway which connected the 
with the 
Upper Arrow Lake at Nakusp ’ Slocan mining district.(7) 
Between 1893 and 1896 a branch was built from the main 
line of the C.P.R. at Revelstoke to Arrohead on the Upper 
Arrow Lake.(8) Over the same years the Company construc- 
ted and acquired various short lines to serve the mining area 
more effectively. 


(5) DO2dss pp. Le 


(6) Innis, H.A., A History of the Canadian Paeéfic 
Railway, (Toronto, £923) “Poot 

(i) 4 “Tbid.,/pp. 141-2 
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peers a variety of factors pointed to the 
desirability of/rail line linking the Kootenay with the 
moines Lane Or the C . pip” by way of Crow's Nest Pass. In the 
first place, such a line would Sive an all-rail entry to the 
region from Canadian territory while the link at 
Revelstoke was rail-lake-and-rail, with the resultant 
necessity for trans-shipments. Second, great resources 
of coking coal were found at the Crow's Nest Pass. 
Third, rail connections were already constructed from the 
Prairies toward the Crow's Nest Pass in a line built in 
1885 from Dunmore, Alberta, to Lethbridge for the develop- 
ment of coal properties in the Lethbridge region. In 1892 
the Dominion Government made Statutory provision for the 
extension of this line through the Crow's Nest Pass to HOpe, 
British Columbia. The C.P.R, proposed the absorption and 
extension of this line. The Annual Report of 1892 comtains 
the following statement: 
"Negotiations are pending with the Alberta Rail- 
way and Coal Company for the lease ana subsequen t 
purchase of that Company's line extending from 
Dunmore to the coal mines at Lethbridge, 109 miles. 
Your authority will be asked to lease the line in 
question at a rental of 40 per cent of its gross 
earnings on its being brought to your Company's stan- 
dard, and to purchase it on or before December 31 s¢ 
1897, at the rate of $9,000 per mile. This line will 


be necessary to your Company in the event of the con- 
Struction of a line through*‘ Crow's Nest Pass, and in 


any case it will be quite self supporting." (9) 


The lease and option were entered into on June 1, 1893. 


for the year 
(9) Canadian Pacific Railway, Annual Report, /1892, p. 12. 
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By 1896, therefore, the Canadian Pacific 
Railway had contemplated the construction of the Crow's 
Nest Pass Railway for several years. Its construction 
Moua not be postponed indefinitely, In 1896, the 
directors of thé Company reported: 
"But even with these important additions to its fac 
ilities for handling the traffic of the mining dist- 
ricts, your Company will continue at disadvantage in 
competing with the American lines (which have 


already reached Nelson, Rossland and other important 


centres in these districts) until it shall have 
direct railway connections of its own. Until then 
the greater part of the mining traffic will be beyond 
its reach, and will continue to be as | at pres- 
ent, carried by the American lines southward. 


Your-directors are strongly of the opinion that 


any delay in securing your interests in that 
direction will be extremely dangerous--that unless 
your Company occupies the ground others will, the 
| demand for shipping and travelling facilities being 
| most urgent. The directors feel that they cannot too 
strongly urge the immediate construction of a line 
from Lethbridge to a connection with your Columbia 
& Kootenay Railway at Nelson, a @istance of 325 
miles, and anticipating your approval they have 
already taken steps towards commencement of the work 
on the opening of spring." (10) 
The same Annual Report of the C.P.R. (1896) carries 
the first reference made in such reports to the possibility 


of government assistance in the construction of the Crow's 


(10) Canadian Pacific Railway, Annual Report, for fiscal 
. year ending December 31, 1896, p. 10 
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Nest Pass line. The reference appesrs in the following 
words: "The interests of the country at large are so much 
concerned in this question (of s Crow's Nest Pass Railway) 
that your Directors confidently expect reasonable assist- 
ance at the hands of the Dominion Government." (11) 

It is thus clear that the Canadian Pacific 
Railway intended the construction of the Crow's Nest Pass 
line for several years before it was finally constructed 
and before there was clear assurance and perhaps even 
consideration of a government subsidy. Though construc- 
tion might have been delayed without a subsidy, the con- 
struction of the line would nevertheless have taken place. 
The Company no doubt welcomed the subsidy and the Govern- 
ment freely offered it in order to achieve certain specific 
purposes which will be dealt with below. 

When in 1897 the Liberals introduced into the 
House the detailed proposals for a subsidy to the Canadian 
Pacific Railway for the construction of the Crow's Nest Pass 


Line, the Opposition could object to details but could not 


Opposes the main) principle. Sir Charles Tupper's 

Government med, in fact, in the last session before the 
general election of 1896 introduced proposals for a Crow's 
Nest. Pass subsidy to the C.P.R.. The Conservative proposals 
--tabled in the House but apparently not debated--had been 
for a Federal subsidy of $5,000 and a loan of $20,000 per 
mile of the proposed line. (12) When the Liberal Government 


set the subsidy at $11,000 per mile with no additional loan 


SE weLOLds pba. lO-L1, 


(12) See Canada, Debates of the House of Commons, 1897, 


Statement of Sir Charles Tupper, p. 4530 
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provision the Opportunity arose to debate the relative 
senerasity of the respective sets of proposals and to 
attempt to Justify the one or the other depending upon 
political affiliation. a few members Suggested in the 
Debates that the Conservative offer of a $5,000 subsidy 
and loan of $20,000 per mile was more generous than the 
Liberal offer of $11,000 _ , subsidy per mile since the 
loan would probably not be repaid in any case. The 
concensus of opinion was, however, that the Liberal offer 
was more generous to the railway and more onerous to the 
Government, and therefore required to be defended. 

The defence of the Liberal offer was made at 
length by the Minister of Railways and Canals (Mr. Blair) 
and the Minister of Trade and Commerce (Sir Richard 
Cartwright). One curious element in this defence was 
provided by Mr. Blair who insisted, on the one hand, that 
the Agreement was the best possible one to which the 
Government could secure C.P.R. assent, while, on the other 
hand, he informed the House that he did not believe the 
Company when its officials mdde the statement that the 
Company would build the Crow's Nest Pass line even without 


government aid. On this point he made the following state- 


ment ; 
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"I know that there has been the Opinion ex- 
pressed that possibly the Canadian Pacific Railway 
would have been able, without assistance at all from 
the Government, to carry out that undertaking 
Successfully. I know that in the report of a meeting 
of the shareholders of that Company, which was held 
two months ago, the statement appeared that if the 
Government did not assist the Canadian Pacific 
Railway they would take hold of the work themselves 
without assistance. But I believe that statement 
was not so much Sere rare en ee of a fact within the 


knowledge of the Company itself as a statement put 


forward perhaps for the purpose of creating an 
impression for other ends, it may be upon public 


Opinion or the Government of the country, and not 


that the company was in a position to take up the 
very large outlay involved by ne construction of 
the line’ ; because I believe that neither the 
Canadian Pacific Railway nor any other company at 
this time is so well situated that it would be able, 
without our aid, to construct the work...." (13) 
Both Mr. Blair and Sir Richard Cartwright accepted 

the view that the Liberal Subsidy offer was more generous 

to the Canadian Pacific Railway than the Conservative offer 

had been. Their entire justification was, however, that the 


Conservatives had proposed to exact no condition whatsoever 
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from the railway in exchange for the Subsidy and loan, (14) 
while the Liberal Government, although offering a larger 
subsidy, were coupling their offer with the exaction of 
conditions concerning the rates of the Canadian Pacific 
Rallway, conditions which would be of the utmost ‘import- 
ance to the nation and to its various parts. Mr. Blair, 
particularly ,attacked the earlier subsidy offer because, 
Nevareued . 1c was ‘iput forward: 

"_without condition, without stipulation, 
without seeking to secure from the corporation to 
which that loan was made any remission of any of 
the terms and conditions under which they were 
operating their railway System in Canada--without 4 
Single attempt to secure any concessions in the 
interest of frade, in the interest of the people 
of the western country, in the interest of those who 
have been complaining of the thats which the 


that great (15) 
operation of / railway imposed upon the country." 


ee ee 
(14) This was readily admitted by the Conservative leader, 
Sir Charles Tupper. He Said, describing the proposals of 
his Government when in office: "That was an absolute sub- 
Sidy without any consideration whatever except the prompt 
construction of the road, and I Bi tach one most vital impor- 
tance to the prompt construction of the road." 


Canada, Debates of the House of Commons, 1897,p.4536. 
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Speaking of the conditions exacted from the 
Canadian Pacific Railway by the Agreement under discussion, 
MripBlain. said in part:« 
"The committee will have noticed that we 


have sought to ensure the country a large 


measure of relief from the rates which have 


obtained since the Canadian Pacific Railway 


was Started. We have imposed conditions upon 
the company which are very largely restrictive 
of their present powers. We have embraced in 
one of the sub-clauses of these resolutions a 
considerable list of articles which go into 
very large consumption among the people of the 
. western provinces, and we have secured an 
agreement on the part of the Canadian Pacific 
| Railway that very substantial reductions 
will be made upon the existing rates. We have 
also received the consent, -on their part, that 
the rates upon all goods -- (shipped into or 
out of British Columbia over the Crow's Nest 
Pass line) -- are to be subject to the control 
and supervision of the Railway Committee of 
the Privy Council as is. the case with other 
railway companies in Canada. To the extent 
of the shipment of goods from any part of 
and the shipment of goods from any part of British Columbia 
Canada to British Columbia/traversed by this 
line, to any part of Canada, there has been 
secured in the contract between the Canadian 
Pacific Railway and the Government, a rescission 


of that existing ten per cent. clause". (16) 


(16) Tbids* ip. 4522. 
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Sir Richard Cartwright was at least as emphatic 
aS the Minister of Railways and Canals in stressing 
the rate concessions which were to be made by the Canadian 


Pacific Railway in return for the Crow's Nest subsidies. 


(Page 19195 follows) 
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In contrasting the Conservative and the Liberal subsidy 
proposals he summed up the matter concisely: 

"Now the differance. between the proposals 
is practically that we Bes if you choose iso to 
call it, some $5,000 op $6,000 per mile to the 

Canadian Pacific Railway for constructing this 
line, and we are paying them a further sum of 
$5,000 or $6,000 in return for valuable privileges 
to the whole North-west and eastern Canada as eae) 
The above statement by the Minister not only 


indicates the contrast between the Liberal and Conservative 


proposals but also makes clear the belief of the Government 


that the Crow's Nest Pass Agreement would work to the 


ag 1 
advantage of all parts of Canada, the East te ye West. 


Since the Crow's Nest Pass subsidy proposals 
of 1897 were embodied in an agreement, we may attempt to 
determine, from the discussions relating to the matter, the 
advantages which the respective contracting parties antic: 
pated from the implementation of the agreement. 
Summarizing briefly, the evidence Suggests that the 
Federal Government passed the Crow's Nest Pass Act and 


entered into the corresponding Agreement with the Canadian 


(v7 Ibid, p. 4541. 
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Pacific Railway in order to accomplish the following objec- 


tives: (1) the more rapid development of the highly 
promising mining area of Southern British Columbia, (2) 
the effective integration of this area into the Canadian 


economy in defiance of Geographic facts and despite 


American designs, (3) the enlargement of th- prairie and- 
inter-mountain markets for eastern manufacturers through 
the provision of lower freight rates on the western move- 
ment of certain important products, (4) the stimulation of 
agricultural settlement and general economic expansion in 
the Prairie Provinces by means of the statutory assurance 
of lower grain rates and lower rates on the inward movement 
of capital equipment, and (5) the acceptance by the Canadian 
Pacific Railway of the ‘principle of governmental rate 
control in the national interest. 
To the Canadian Pacific Railway the Crow's Nest 

Pass Agreement offered at least the following advantages: 

(1) The subsidy, more substantial then that offered 

by the previous Government, would pay, according to 

their own recorded estimates, upwards of one-half of 

the cost of the Crow's Nest line: 

(2) Construction of this line would entitle them to 

a large land subsidy indirectly from the Province of 

British Columbia; 

(3) The line would provide an all-rail link between 


their main line and the Kootenay region; and 


Qi)’ it would thus be possible to forestall American 
economic occupation of that wealthy area. 
A number of the advocates of the Crow's Nest Pass 
Agreement stressed the benefits _ which it would bring to 


the western wheat grower through lower freight rates. 
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Estimates were put forward that the reductions in grain 
rates alone would amount to a Saying of from one-half to 
three-quarters of a million dollars per year. One member 
(Mr. Rutherford -- the Member for McDonald, Manitoba, 
and later a member of the Board of Transport Commissioners ) 
calculated the prospective results in terms of the first 
twenty years. He said:- 

"Taking the present contract, the settlers 

of Manitoba and the North-West territories 

will receive at the least calculation -- even 

though they do not increase in number, and even 

though they do not produce more wheat in that 

country during the next twenty years than they 

do now produce -- the people of that country 

will have a gross profit of $15,000,000, in 

twenty years. There is no doubt that the 

reduction in the freight rates is going to 

be the means of saving to the people of 

Manitoba and the North-West of at least 

$750,000 a years... anes Gas) 

I might say that the grammar is the member's. 

The twenty-year term was doubtless chosen by the 
member quoted above purely for illustrative purposes. In 
retrospect, no other illustration could have been so 
ironical. As events developed, throughout almost the 
entire interval of the first twenty years of the Crow's 
Nest Pass Agreement, competition, agreements and voluntary 
reductions brought and held railway rates in western 


Canada below the Crow's Nest Pass ceiling. During that 


(18) Ibid., p. 4570. 
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time the Agreement was ineffective in holding freight 
rates down or in providing corresponding benefits to 


western farmers. The circumstances can be outlined 


briefly. 


The Crow's Nest Pass Agreement provided that the 
reductions in grain rates were to be put into effect over 


a two-year period, and they were fully established by 


(Page 19198 follows) 
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September 1, 1899. ty January, 1902, the Manitoba 
Government, _ acting within the terms of the Manitoba 
Agreement, ordered reductions in grain rates on the 
Canadian Northern Railway in Manitoba. The reduction 
brought grain rates hi cents (later reduced to 3 cents) 


below the Crow's nest level, and reduced rates on other 


commodities by 15 per cent. Competitively the Canadian 


Pacific met these rates and Subsequently reduced rail rates 


in Saskatchewan and Alberta by 7-1/2 per cent. 

The reduction in railway rates and the multi - 
plication of rail facilities in western Canada after the turn 
of the century was accompanied by tremendous expansion in 
Settlement and in agricultural production on the plains. 
Among the various forces which contributed toward this 
expansion it is impossible to assign relative importance. 
The reduction in transportation costs undoubtedly cont- 
ributed in substantial measure. The dividend record 
of the Canadian Pacific Railway clearly indicates that the 
Company shared in generous and increasing measure in the 
Prosperity of the Canadian economy after 1900. 

After 1902 it was not until late in the first 
world war that any serious question arose as to the effect- 
iveness of the Crow's Nest Pass Agreement in Limiting an 
increase in railway rates. In 1917. the Board of Railway 
Commissioners heard an application of the railway companies 
for a recommendation to the Govertor-in-Council under the 
War Measures Act for a general advance of 15 percent in 
freight and passenger rates. The railways contended that 
increased costs made it impossible for them to render 
adequate service on the basis of existing rates. Observing 
thet to grant the increase asked for would, in western 


Canada, run counter to the Manitoba Agreement and would 


“Abate oid, 300s gersbant dt 


ie act Ay aged) and aw alee! 


abut 
- i sees 5 lige 
ret : Lay \ us a 


xy 
nie i Sah AD x poxsbro ‘hoi * ro) 


baer s 


pe AO BaTey 


Tri t f a bet st 
SETAE Uk MR roy f) dno ‘ae Pe dhéee Sagan 


siete teenie, ate ctoxel “dase atword ont woted vA 


i ‘ : 1 
nena Le Sage Peano \. SRO 100 ey bac! ‘gots thous 
Ai ee % S ae “t4 : ts ) CF fe ca 
4 Poaukud yet epeadia Doe wciehcan! ent. axe Bett 


; er ft 1) aba Pa a . ge ibe ay ; ae og, yy 2 ect 3 ie] ‘ ‘ 
tee ete Gh te? wel. aie. Dae | fea wee eae a , ; 
i ae Say a we or _. f it : 


q 1y HPI Ly Di eae eas 4 ay 1 a te Bly 
Site Ha ace ae ae asf 4 yee ay ha tie EA nan es rh iy ia f se wi sich ” fi he } a Ahi fabany ) = Vaan 4 j 
oy Te ‘wn © ty Wa war Se ee my fi 1 é i en i i 
< : ' ‘ 
| oa , Ha | 
a ai eet Caen ee a i OR eM A oR 3 f Fey 5 9s teot aatis 
¢ en wa Te RG) ? an 85 19 pa hy eR AS say Ei ‘: 
J | i a ty %) 
: : al ; y . 
: » +} mone @ - ears ea rm ny oy fe «| ay 
eS cee ae ae ee dfsythy EOE we a ea Pons : as phate SO e aw "1 iho HAO (GH te reo et ae 
et ee vo) Dig aah gall BOS WAR MY” 35% Ay, Se ¥ x t i Beets oes os t 
. i mais wy ft J 
, ) RE apOr ene pane eH May rreemre st Al a 
 geatele odd ao eke oweety fonativetage af daa Isom re ee 
; , 


Mls all AG ae ie f ry Pits as 5 Shit se ite: Wee giae neat! Cy Filla ls, 
picie “ied lee iwo pedue Pethog ape Sent) Bae et Oy aad any sais A ed 


iia ae ¥ ow : ag), cata oe 
dhagodmtt | at gt meena, 
Brey) vt ; ; Ah ian ; , he f ares Sos a “ ra aT 
ae att oie, Phagdilobnl Brads mal van at “pee Risa fo aid SuDe ae Ss eS 
/ omy ae ay + hahie : a ike: : : : i Fe Lar) 


: ; ; ) : F iat 

2 fad ) i i i : , Se AVE eine uM . Su Sie ots a Aj " 2 © 
ik ht eg eRe Bua Mihara case uaeudin ni Ny oieee “he 

° we A we @ i fl ‘ 4 J v 


ea * ae 


i ! : i ; ' 
, bi oad i ® spa Ph) oe ™ i> GAT] 
; 46 f i : PRO ON Dye aie th 6 6 etna) |, BS a me.) and TO i : 
bi as aa Peoria Sp of Lee His Fae NRT I We ", * i bie a MOLL le hf Dito an auan 
, ‘ i v | 4 see 
‘ : Bai 
Y yy Pie ie a eats: tat Ad 
q Fy i a hy (eH ey fybieg ahh 1¢ a wt itt + oes bs) we to) ae yaa ate o 7... 
x 37 5 * Pee 1 th A a a A ae ao an ‘ea : . ‘ 
z rae ? > ¥ 
ny OPER H Rat VRS. Mamma (ea SEN 4 “ ae fed 
(gh ty et i Witenes © oy Ge Seas » ard hat tie age ard my 
Z f, 2 ; 
a et - i I nik Hin iy ; i 


oats aula tee wie Pete TOW. CROW Oe 


et hy VEER OS Oe pee ei ae a A ts pa gS tod "OA ote bat ay 
iy Pe 
"age j mit ab dabncetgd seek nie! mene oat = Iidakditch ae, ane 
| aut at By ale oy " vt if et edie, ieouke Bi idk eametOnt ih ‘ 
ia ij ait ci 
‘petreeiee awit: SS: dolde Sqr Sane 
j , \ ; 1) "4 pate 
| hs tala re bal raaatinoniteh bate 


24 ait id a ha ; goss 86a. i ae or 
ns ‘A v ee ; i eh eatine wv ae ny Kean =| 
re rv i aie ts . et i ny rethes4 idisnoaad 3 tt nae avews be p 
| ‘at! Vand see): | 


i ves a ay 


.. sindiee’ 4 


- 19199 - Dr .Britnell 


raise rates on grain and other Specified products to a 
level above that permitted by the Crow's Nest Agreement, 
the Board was forced to decide whether or not it was bound 
by these Agreements. The Board held that it was not bound 
by the Manitoba Agreement but was bound by the Crow's Nest 
Agreement. It accordingly granted the 15 per cent increase 
Subject to the limits set San aeCar sere In view of 
appeals which were bought against the Board's award, the 
effective date for the new rates on wheat was set at June 1, 
1918, and on other commodities at. March 15, 1918% 

Meanwhile the Federal Government ordered 
(P.C. 1768) wageincreases for Canadian railway workers in 
recognition of the McAdoo Award in the United States, the 
wage increases to be effective August 1, 1918. [In the same 
Order the Board of Railway Commissioners was directed to 
prepare a new schedule of all freight rates. The new 
Schedule was established by Order in Council (P30). 1663) 
effective August 12, 1918. The.increase provided for in the 
new schedule was, Senerally speaking, 25 per cent, with the 
Orovieia,/ that in territory west of Fort William this figure 
Should include the previously granted increase while east of 
Fort William it was to be additional to the 15 per cent... 
increase. 

The new grain rates established as of August le, 
1918, were abowe the Crow's Nest Agreement level. The 
Suspension of this Agreement, thus first effected by Order 
in Council, was ratified by Amendment to the Railway Act 
in 1919 (Section 325, Sub-section 5) the suspension to 
continue for three additional years -- that is to J yaar, 
1922. 

In the period from January,1902 to August, 1918, 
the Crow's Nest Pass Agreement effectively held down west- 


ern grain rates only during the short interval from June i 
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1918 to August Be LO 


fable: 1 illustrates the changes in western 


grain rates ‘/since 1897. 


TABLE 1 
GRAIN RATES TO FORT WILLIAM (a) 
(in cents per 100 pounds with 
index numbers based on Crow's 


Nest Pass Agreement Rates - 100) 


From W'peg. From Regina From Calgary 
Date of Period Rate Index Rate Index Rate Index 
wien eee 
1897 (b) 14 100.0 20; 1 0040 26 100.0 
Jan.1902-June, 10 veces 18 90.0 o4 92.3 
1918 
June 1918-Aug., 12 6557 20° "10076 26 190.0 
1918 
Aug. 1918-Sept., 
1920 14 100, 0 oy LeORO 30 LF oh 
Sept .1920-Jan., 19 VE 3225° 16255 HO.5 155.8 
1921 
Jan.1921-Dec., 18 E2G 0 a1 E5520 39 150.0 
1921 
Dec .1921-July, Le 1RaN Wee 29 145.0 36 138.5 
1922 
After ty OOS | 1h 100.0 20 LOORG 26 100.0 
Se RW ee ach ee ee ee 


(a) Adapted from Table in Index Numbers of Railway Freight 
Rates, 1913-1936; (Ottawa, TOR GJ th, 
(b) Crow's Nest pass Agreement Rates, fully effective by 
Sepugil 1809. 

The suspension of the Crow's Nest Pass Agreement 
in 1918 was effected under authority of the War Measures Act 
and was justified before the Parliament and people of Canada 
aS a temporary measure designed to meet an emergency condition 


Its suspension under these circumstance¢s could in no way be 


regarded as based on a reasonegd decision that the terms of 
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the Agreement had been fully accomplished by the contract- 
ing parties or that those terms were no longer in accord 
with realities. Nevertheless, in 1922, as the time app- 
roached for the expiration of the suspension of the 
Agreement, the Canadian Pacific Railway made every effort 
to have the Agreement abrogated enLi veda, Or watoene least, 
to have its suspension prolonged. 

There would be little purpose in reviewing 
in detail the Parliamentary and Special Committee discus- 
Sions which preceded the restoration of the Crow's Nest 
Pass Agreement. These discussionsdid, however, for the 
first time provide an opportunity for western members and 
farm leaders to record their views as to the importance 
of Crow's Nest Pass Rates. Some at least of the western 
representatives recalled that the Crow's Nest Pass rates 
were put into effect by the Canadian Pacific Railway in 
fulfilment of its part of an agreement for which it had 
received full consideration from the people of Canada. 
It was also pointed out that the rate commitment of the 
railway would be useless if it were to be waived at any 
time that it proved inconvenient to the railway. Generally 
Speaking, however, the western representations were con- 
cerned with stressing the extreme importance of Crow's 
Nest rates to the economic welfare of the highly-special- 
ized, wheat-growing prairie economy. The West had. developed 
on the basis of Crow's Nest rates and in reliance on their 
Statutory stability. The Crow's Nest Pass Agreement was 
referred to as the western settler's "bill of rights". 
The very general alarm of the residents of the Prairie 
Provinces was expressed at the suggestion that the 
Agreement should be abrogated or that its suspension should 


be further extended. 
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In June, 1922, the Railway Act‘of 1919 was 
amended in regard to the provision for the suspension of 
the Crow's Nest Pass Agreement. The amendment provided 
that Crow's Nest Pass rates should be restored on grain and 
flour as of July 6, 1922, but that the suspension of the 
Agreement as applied to westbound traffic should continue 
until July, 1923, and for an additional year at the option 
of the Governor-in-Council. The extension was authorized 
in 1923 but in 1924 the railways were directed to restor, 
Crow's Nest Pass rates on westbound traffic. Then followed 
an extremely tumultuous period in which the railways 
adopted delaying tactics, arguments were heard and orders 
were made by the Board of Railway Commissioners, appeals 
were heard and judgments were given by the Supreme Court. 
Finally, Parliament intervened and amended the Railway Act 
SO as to cancel Crow's Nest rates on all commodities other 
than grain and flour. This amendment was effective as of 
July 23, 1925, and since that date the Crow's Nest Pass 
limitation on rates has not existed ‘ .except for grain 
and flour. 

A frequent complaint of the railways concerning 
Crow's Nest Pass rates is that, in the course of time, they 
have been extended geographically to cover a great deal of 
traffic which was not contemplated in the ‘original agreement 
The main problem in this regard concerned the rates which 
Should be applied on Crow's Nest commodities from and to 
Shipping points which did not exist in 1897 on lines which 
had not been constructed in 1897. Both the Canadian Pacific 
and the Canadian National Railways were involved in this 
matter, in that by far the greater proportion of their 
western MiccaAuieg eee EA after the Crow's Nest Pass 


Agreement was made. Competition and the necessity of 
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avoiding discrimination originally led to the extension of 
Crow's Nest Pass rates to the new shipping points. 
Eventually, in 1925 Parliament enacted the present Section 
325 (5) and (6) of the Railway Act (Statutes of Canada 1925, 
15-16 Geo.. V., chap. 52)which in effect made the extension 
compulsory for grain and flour. In 1927, by Gemeral Order 
No. 448, the Board of Railway Commissioners specifically 
directed the Canadian Pacific and all other railways to 
adjust rates on grain and flour from all western points 
to Fort William to the Crow's Nest Pass level. In the same 
year (1927) the Board directed that rates on grain and flour 
moving through Pacific coast ports for export should be 
reduced to the Crow's Nest Pass level. 

fe as true, therefore, that the Crow's Nest Pass 
Structure of rates has been extended geographically in so 
far as grain and flour are concerned. It is also true, 
however, as pointed out above, that since July, 1925, the 
Crow's Nest Pass Agreement has ceased to exist for commod- 
ities other than grain and flour. The result isi that 
Suncethat the railways have been freed from the 
Statutory limitations of the original Agreement which 
placed a ceiling on rates on a substantial list of capital- 
goods items moving into the Prairie region from Eastern 
Canada. This is a considerable but incalculable concession 
to the Railways. We repeat, thercfore, and respectfully em- 
phasize at this point, the fact that the alterations which 
have been made in the Czswie pon tie erica over the years 
have by no means all been in the direction of placing 
additional burdens on the railways. 

The Crow's Nest Pass rates on grain and flour 
remained in effect throughout the nineteen-thirties, as they 


do today. Throughout that calamitous decade the sorely 
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pressed producers in the Prairie Provinces made no serious 
attempt to force the Railways to establish grain rates 
below the maximum allowed by the Crow's ec 

The same producers reject with all possible emphasis those 
arguments which are now put forward in an attempt to demon- 
State that the Crow's Nest Pass Agreement has attained its 
purposes and must be abendoned. 

The Crow's Nest grain rates represent estab- 
lished national policy, the alteration of which would be 
ruinous to the wheat-growing areas. The Provinces of 
Alberta, Saskatchewan and Manitoba submit that the grain 
rates fixed by the Crow's Nest Pass Agreement constitute 
one of the basic conditions upon which the western agricul- 

tural economy was established and developed and which 
have enabled it to play ‘&ts: part in the economic life 
of the Dominion. The urgent national necessity for the 
promotion of settlement and western economic development 
induced the Government to enter into the Crow's Nest Pass 
Agreement. The rate concessions provided for in the 
Agreement were designed to assist in reducing the barrier 
which geography imposed between the producing plains and 
the markets of the worl... The considerations which, at the 
turn of the century, gave rise to Parliamentary action with 
respect to grain rates are as valid today as then. In fact, 
experience has demonstrated and emphasized the importance 
of an additional relevant circumstance, the inherent ins- 
tability of an economy so dependent on the vagaries of 
nature. 

Stability of transportation costs at the 
lowest possible level is absolutely essential to the survi- 
val of the wheat economy. ‘his at one and the same time 


imposes the necessity for the continuation of Crow's Nest 
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grain rates and for the protection of their integrity by 
Statute. The continued ability of the Prairie Provinces 
to play their part in the Canadian ecenomy is dependent 
upon the prasperity of the wheat idee ee Stable grain 


rates at a minimum cost are essential to that prosperity. 
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APPENDIX 
60-61 Victoria, Chapter 5. 
AN ACT TO AUTHORIZE A SUBSIDY FOR A RAILWAY 
THROUGH THE CROW'S NEST pass 
(Assented to 29th June, 1897). 
Her Majesty, by ond with the advice ana consent of the 
Senate and Heuse of Commons of Canada, enacts ag follows:- 

1. Subject to the conditions hereinafter mentioned, 
the Governor in Council may grant to the Canadian P cific 
Railway Company a Subsidy towards the construction of 9 
railway from Lethbridge, in the district of Alberta, through 
the Crow's Nest Pass to Nelson, in the province of British 
Columbia (which railway is hereinafter called "the Crow's 
Nest Line,") to the extent of eleven thousand dollars per 
mile thereof, and not exceeding in the whole the sum of 
three million six hundred and thirty thousand dollars, 
payable by instalments on the completion of each of the 
Several sections of the said Peldwaukes the length respective- 
ly of not less than ten miles, and the remainder on the com- 
Pletion of the whole of the said railway; provided thst an 
agreement between the Government and the Company is first 
entered into in such form as the Governor in Council thinks 
fit, containing covenants to the following effect, that is to 
say:- 

On the part of the Company: 

(8) That the Company will construct or cause to be 
constructed, the said railway upon such route sand according to 
Such descriptions and specifications and within such time or 
times as are provided for in the Said agreement, and, when 
Completed, will operate the said railway for ever; 

(b) That the said line of railway shall be constructed 
through t he town of Macleod, and a station shall be estab- 


lished therein, unless the Governor in Council is satisfied 
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by the Company that there is good cause for constructing the 
railway outside the limits of the ssid town, in which case 
the said line of railway shall be located and a station 
established at 3 distance not greater than five hundred yards 
from the limits of the said town; 

(enh thats6. soon as the said railway ig Opened for 
traffic to Kootenay Lake, the local rates and tolls on the 
railway and on any other railway used in connection therewith 
end now or hereafter owned or leased by or operated on 
account of the Company south of the Company's main line in 
British Columbia, as well as the rates and tolls between any 
point on any such line or lines of railway and any point on 
the main line of the Company througout Canada, or any other 
railway owned or leased by or Operated on account of the 
Company , including its lines of steamers in British Columbia, 
Shall be first approved by the Governor in Council or by a 
Reilway Commission, if’ and when such Commission is established 
by law, and shall at all times thereafter ana from time to 
time be Subject to revision and control in the manner afore- 
Said; 

City) Bast! ae eduction Shall be made in the general rates 
and tolls of the Company as now charged, or as contained in 
its present freight tariff, Sven rates are now the lowest, 
for carloads or otherwise, upon the Classes of merchandise 
hereinafter mentioned, westbound, from and including Fort 
William and all points east of Fort William on the Company's 
railway to all points west of Fort William on the Company's 
main line, or on any line of railway throughout Canada owned 
or leased by or operated on account of the Company, whether 
the shipment is by all rail line or by lake and rail, such 
reduction to be to the extent of the following percentages 
respectively, namely: 


Upon all green and fresh fruits, 33-1/3 per cent; 
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Coal oil, 20 per cent; 

Cordage and binder twine, 10 per cent; 

Agricultural implements of all kinds, set up or in 
parts, 10 per cent; 

Iron, including bar, band, Canada plates, galvenized, 
Sheet, pipe, pipe-fittings, nails, spikes and horse shoes, 
10 per cent; 

All kinds of wire, 10 per cent; 

Window glass, 10 per cent 3 

All kinds of wire, 10 per cent; 

Window glass, 10 per, cent : 

Paper for building sand roofing purposes, 10 per cent; 

Roofing felt, box and packing, 10 per cents 

Paints of 811 kinds end oils, 10 per cent; 

Live stock, 10 per cent; 

Wooden ware, 10 per cent; 

Household furniture, 10 per cent; 

And that no higher rates than such reduced rates or 
tolls shall be hereafter charged by the Company upon any 
Such merchandise carried by the Company between the points 
éforessid; such reductions to take effect on or before the 
firseror January, one thousand eight hundred and ninety- 
SLZHt : 

(e.)° That there shall be a reduction in the Company's 
present rates and tolls on grain and flour from all points 
on its main line, branches, or connections, west of Fort Wil- 
liam to Fort William end Port Arthur end all points east, 
of three cents per one hundred pounds, to take effect in the 
following manner:- One and one-half cent per one hundred 
pounds on or before the first day of September, one thousand 
eight hundred and ninety-eight, and sn additional one and one- 
half cent per one hundred pounds on or before the first day 


of September, one thousand eight hundred and ninety-nine; 
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and that no higher rates than such reduced rates or tolls 
Shall be charged after the dates mentioned on such mer- 
chandise from the points eforesaid; 

(f.) Theat the Railway Committee of the Privy Council 
may grant running powers over the said line of railway and 
all its branches and connections, or any portions thereof, 
and all lines of railway now or hereafter owned or leased 
by or operated on account of the Company in British 
Columbia south of the Company's main line of railway, and 
the necessary use of its tracks, stations and station 
grounds, to any other railway company applying for such 
grant upon such terms as such Committee may fix and 
determine, and according to the provisions of The Railway 
Act and of such other Seneral Acts relating to railways as 
are from time to time passed by Parliament; but nothing 
herein shall be held to imply that such running powers 
might not be so granted without the Special provision herein 
contained; 

(g.) That the saia railway, when constructed, together 
with that portion of the Company's railway from 

Dunmore to nethbridge, and sll lines of railway, branches, 
connections and extensions in British Columbia south of the 
main line of the Company in British Columbia shall be subject 
to the provisions of The Railway Act, and of ‘such other 
Seneral Acts relating. to railways as are from time to time 
passed by Parliament; 

(h.) That if the Company or any other company with 
whom it shall have any arrangement on the subject Bnae) Spy 
constructing the ssid railway or any part of a ay FS 
Stipulated for in the said agreement, become entitled to ana 
Shall get eny land as a Subsidy from the Government of 
British Columbis, then such lands, excepting therefrom 


those which in the opinion of the Director of the Geological 
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Survey of Canada (expressed in writing) are coal-besring 
lands, shall be disposed of by the Company or by such other 
company to the public according to regulations and at prices 
not exceeding these prescribed from time to time by the 
Governor in Council, having regard to the then existing 
provincial regulations applicable thereto; the expression 
Ohara including a1l mineral and timber thereon which shall 
be disposed of as aforesaid, either with or without the 
land, as the Governor in Council may direct; 

(1.) That if the Company or any other company with 
whom it shall have any arrangement on the subject shall, 
by constructing the said railway or any part of it ag 
Stipulated for in the said agreement, become entitled to 
end shall get any lends as 5 subsidy from the Government of 
British Columbis which in the Opinion of the Director of the 
Geological Survey of Canada (expressed in writing) are coal- 
bearing lands, then the Company will cause to be conveyed to 
the Crown, in the interest of Canada, a portion thereof to 
the extent of fifty thousand acres, the same to be of equal 
value per acre as coal lands with the residue of such lands. 
The said fifty thousand acres to be selected by the Govern- 
ment in such fair and equitable manner as may be determined 
by the Governor in Council, and to be thereafter held or 
disposed of or otherwise dealt with by the Government 3s it 
may think fit on such conditions, if any, as may be pre- 
Scribed by the Governor in Council, for the purpose of 
Securing a sufficient end suitable Supply of coal to the 
public at reasonable prices, not exceeding two dollars per 
ton of two thousend pounds free on board cars at the mines, 

And on the part of the Go'vernment, to pay the said 
Subsidy by instalments as aforesaid. 

é. The Company shall be ‘bound to Carey Dib Ineo td 
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for that purpose, 

Se eorder to facilitate such financial arrangements 
8S will enable the Company to complete the railway as 
aforesaid without delay and to acquire and consolidate 
with it the railway from Dunmore to Lethbridge, hereinafter 
called "the Alberta Branch," which, under the authority of 
chapter thirty-eight of the Statutes of 1893, it now 
Operates as lessee, and ig under covenant to purchase, the 
Company may issue bonds which will be 3 first lien and 
charge and be secured exclusively upon the ssid Alberta 
Branch and Crow's Nest line bobethes: in the same way and 
with the same effect as if both the saia pieces of railway 
to be so consolidated were being built by the Company as one 
branch of its railway within the meaning of section one 
of chapter fifty-one of the Statutes of 1888, and that 
section shall apply accordingly, such first iien to be 
Subject to the payment of the purchase money of the Alberta 


Branch, as provided for in the said covenant to purchese, 
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MR. MacPHERSON: Q. Dr, Britnell, thab its Part 1 of the 
joint submission of the provinces. You are familiar with 
Part II as well? A. Yes. 

Q. And you are in agreement with Part II of the 
submissions? Ase Ooi 

Q. You have read Mr. Armstrong's evidence on the 
question of who pays the freight? 

Peasy 

Q. Has reading Mr. Armstrong's evidence led you to 
change the opinions you expressed on this question when 
you appeared before the Commission last November? 

A, No. In view of what has been said, however, I 
Should like to extend my analysis slightly. 

Q. Please do so, Dr. Britnell, 

A. It can be plainly seen that a full answer to the 
question "Who pays the freight?" involves a great deal of 
very complicated analysis. A lot has already been said in 
the hearings about elasticity of supply and elasticity of 
demand and about buyers 'and sellers' markets. The 
Commission has also been informed in considerable specific 
detail about what happened to the prices of wheat in 
Chicago on a certain particular trading day after the 
freight rates on wheat were changed in the United States, 

Our position is that the most important distinction 
to be made et the beginning of an analysis of this sort 
is between long-run conditions and short-run conditions, 
between the long--run effectsof freight-rate changes and 


the short-run effects of freight-rate changes. 


(Page 19207 follows) 
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Our position further is that the long-run effects of freight 
rates are the important ones to be considered by the 
Commission. 

The concept of elasticity ‘of supply and 
demand, and the distinction between buyers' and sellers! 
markets are admittedly very useful devices for analysing 
Short-run economic changes. But they are fmueh less useful 
for the analysis of long-run situations. Any attempt to 
prove or even to illustrate the effects of changes in freight 
rates on the price of wheat by the market quotations of a 
Single day can scarcely be taken seriously. After all one 
swallow doesn't make a summer. 

The level of freight rates can tever be a matter 
of indifference to the ‘growers of wheat in western 
Canada. To sell wheat in the world markets their costs of 
production including freight must, taking one year with 
another, be low enough to allow them to sell at prices which 
consumers will pay. At any point of time the price which 
the individual grower will receive for his wheat will tend 
to equal the price in the overseas market less the freight 
and handling charges which must be paid to get the wheat from 
his farm to the overseas market. The further he is -4away 
from that market, generally speaking, the more will his 
net returns be reduced by freight rates. 

Whatever the level of freight rates may be, 
therefore, the freight burden has a differential effect on 
producers depending on their distance from the market. If 
rates are raised, the additional burden may be bearable for 
many producers, but for those on the margin it must mean 
eventually the difference between staying in production and 
going out of production. If rates are raised substantially, 


great numbers of growers may be driwen out of the field, 
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supplies will be curtailed and the prices which the 
consumer will have to pay will be driven tup. 

It can thus be seen that producers can pass 
the burden of increased freight rates on to the consumer 
only by going into bankruptcy or by getting out of the 
production of wheat. There may be some persons who think 
that the Canadian economy would be better off without 
Several or many thousands of its wheat growers. I cannot 
Subscribe to this view. 

MR. MacPHERSON: Thank you, (DrevBritneiia 

COMMISSIONER ANGUS: Dr. Britnell, arising out 

of the historical analysis, did you find that in the 
negotiations of 1897 and the Parliamentary Debates, that 
consideration was given to the possibility of financing a 
war by inflation or resorting to inflation for any other pur- 
pose? 

Ae ANOK 

Q. Were the agreements made on the assumption. dfsag 
fairly stabve currency? 

A. I think they probably were. 

Q. And then when the inflation occurred, were the 
adjustments made by legislation to substitute Some other 
arrangement for the earlier one, in.order to take account 
of that inflation? 

As “Yes,i think that was undoubtedly a consideration 
which led Parliament in 1925 to cancel the rates on producés 
moving west. [I certainly think that was a consideration 
affecting their decision at that time. 

2. And when that legislation was passed, was there 
any consideration that another war Bey lead to inflation 
ether during it or after it? 

A. I suspect that by that time the rather pleasant 
19th century assumption that there was an indefinite 


Progression or an indefinite progress that we could look 
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19th century assumption that there was an indefinite 
progression or an indefinite progress that we could look 
forward to, had been pretty well dissipated; and that people 
were | more used to thinking in terms of inflation and 
deflation. 

Q. Were they still thinking in terms of the gold 
standard in this consideration? 

A. Well, of course, Mr. Churchill did bring England 
back on to the gold standard and almost ruined her in the 
process; but at the same time I think that we are all 
thinking in terms of a restoration of the gold standard. 

2. And then do you think that the problem before us 
to-day becomes Substantially this? When price control was 
relazed, should this controllea price, controlled by the 
legislation of 1925, be released from the cantrol too,or not? 

Ae NOY -I don't think So, for one reason partly because 
national policy is involved, and some other method of relief, 
if relief is desirable or required, should be found. 

Q. But that is an argument as to which we should do? 

Aw. Yes. 

@. But is the problem whether this should go in with 
other crises in, shall we say, the post-war inflation in 
which we are living, or be kept out of it for some substan- 
tial reason? 

A. I would be inclined to the latter view that it 
Should be kept out of it. 

®. But that.’is\ the problem? 

A. Oh; yes. 

THE CHAIRMAN: You talk of some relief being 
desirable. Do you think that any relief is desirable in 
this case? 


A. I cannot see that any case has been made « oF 
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relief. I am extremely Sceptical (and this is only a 
personal opinion) that any relief is required in this 
particular direction. 

Q. I asked you that beceuse you have studied it 
very thoroughly, as we have seen. 

Ae oe Me Bi 

Q@. And that is the result of your study? 

Api Yess 

2. You cannot see any requirement of relief to 
the railways? 


A. No, sir, not in this matter. 


EXAMINATION BY MR. COVERT: 


Q. Professor Belinel yt gathered from the fact 
that you deal with Part 1, that you really wanted to 
confine your views of the presentation =: the historical 
aspect of this, is that right? | 

A. Yes, I think that would be much more Satisfactory 
for all concerned. 

Q. Because what I did want to take up was, first, 
what it seemed to me, were the important things; and “I want 
to make « sure that if you have the answers to any of these 
things, that I don't let you away before they are answered. 
What I wanted to consider really was this, and this ts 
apart from the historical aspect. First, as to the problem 
whether some other action should be taken‘’to relieve the 
pressure that there could be on other rates by virtue of 
Parliamentary control. If your answer, however, were 
"Yes", if there could be protéction through some restrictions 
being placed on the Board of Transport Commissioners with 
respect to their dealings with fixing rates on this par- 
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those things to someone else? 

A. Oh, no, I am quite prepared to answer them. 
Perhaps if you could re-state them I will take them one 
by one without confusion. | 

Q. Now, I gather this, Doctor. You say that based 
on the history, these rates have become part of the 
national policy? 

Ay. Yes. 

Q. And would it be fair to say that you say the 
reasons for that national policy still exist? 

A. At present existing, definitely: 

Q. The national policy has not yet been carried 
out? 

A. No, definitley not. 

Q. The Western farmer still needs the protection 
of these rates? 

Ay . Bao tly. 

Q. NOw, they were changed once by Parliament? 

A Yes. 

Q. And you say that Parliaments of course is free 
to change them again? 

A. Yes. 

Q@. And your view is that they shoulq be left with 
Parliament to change? 

A eves 

Q. Now, it was an emergency that .brought about 
the change before. 

A. Yes. 

Q. And you say, I take it, that Parliament is the 
one to determine that emergency? 
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Me Den INGE yin tJ 

Qa SO dneerfeot. you say that Parliamentary control 
over these grain rates should ‘never be taken away? 

A. Quite. | 

Q. And you would go so far as to say never? 

A. Never - well, never is a long time of course, 
but not in this generation. 

Q. Not in this generation. Well then, would you 
go this far, sir, that if the price of wheat sky-rocketted, 
Say, to five dollars a bushel, would you Say still that 
there should be no change in rates? 

A. Yes, I think we have, by suffering through the 
1930's without protest, indicated that we are Witling to 
take chances on getting back on the swings what we lose on 
the roundabouts, and that we should be allowed to take that 
in the, I am afraid, hypothetical case of wheat going up. 


Q. 


Yes, but your point is that no matter what price 
the farmer is paid for wheat, that there should still be 
Parliamentary comtrol? 
AS Yes, 
Q. And would you also say---- 
mS “That Lois not a ‘function of price. 
Q. And if the railway does have to pay a great deal 
more than they are being paid for hauling, if it costs them 
a great deal more, you say that nevertheless the rates 
Should still be under Parliamentary control? 
A AL ees 
Q. That the present rates should continue to exist? 
AY. Yes. 
Q. And do you say that there should be any relief to 
the railways at all under those circumstances? 


MR. MacPHERSON: My lord, there is just this point 
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that probably I may make clear now arising from the 
examination by Mr. Covert. Each of the provinces is putting 
a witness in the box, and it may be that there will be a 
difference of opinion in answer to this question and ques- 
tionsthat will be -leading from it. Dr. Britnell will be 
Speaking on behalf of Saskatchewan. It is possible that 
Manitoba and Alberta might have different views, and I only 
wish to say that while the provinces are unanimous in the 
matter of the joint submission, that that was one reason 
why separate witnesses were put up: there might be a dif 
ference of opinion. I don't know whether one will develop 
or not on questions such as are being put now. 

THE CHAIRMAN: You don't object to Dr. Britnell 
being examined? 

MR MacPHERSON: No, no, no objection at alld, 
but I am. “simply pointing out that he is giving evidence 
on behalf of Saskatchewan alone. 

THE WITNESS: If the counsel had not made the 
point, I was going to preface my reply rather carefully 
by saying that I could speak on this subject only for the 
Government of Saskatchewan, and that, of COUrSS eae 
would be unreasonable not to provide some relief should 
the necessity for such relief be clearly and unambiguously 


presented and maintained. 


(Page 19215 follows) 
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We would sergue that since the railways represent one 
aspect of national policy and should be regarded as 
instruments of national policy, the proper and 
appropriate measure of relief should come through subsidy. 

MR COVERT: Q. I just want to make that clear, 
and also to clear the record on this. When you say that, 
you are’ presenting Saskatchewan's view on that? 

Ae Exact ly: yes), 

Q. And you Sey that if it could be Shown wnequivocally 
that the railways were losing money on those rates, then 
you say that that would be a matter for subsidy by the 
Dominion Government; is that it? 

A. I would perhaps qualify that slightly, in that I 
do not think the fact that they lose money in one year or 
two years or even three years is sufficient, that one 
would have to look -- snd presumably the body deciding that 
would look -- at the history of the egreement from its 
inception, ena attempt to draw up some sort of balance 
Sheet. I would not think that Parliament in its infinite 
Wisdom would tamper with the agreement unless they were 
Satisfied that on ‘’ balance the prospects were for the 
railways to continue to lose substantial sums of money 
through their operation, 

Q. Wouldn't you think that they should use the same 
test that they used in the twenties? 

A. I think they probably, with more experience 
behind them as to the effects of inflation end deflation, 
end the rapidity with which deflation can succeed inflation, 
might be well advised to go a little more cautiously than 
12.925), 

Q. I want to get this from you very clearly: You 
think thet before Psrliament should change them again they 
should look st what had happened from the point of view of 
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the railways" earnings on these rates from LOO (up tt 1) 
the time they propose to make the change? 

A. .Yes, and also prospective earnings. 

Q. Future? 

A. Future earnings -- not alone, et 16 te seid, on 
the movement of wheat, but also the Over-all earning 
position, since the producer of whest is also a consumer 
of capital and other goods and is creating revenue for 
the railways there, 

Q. Now, sir, would JOu Say sbhis, -thatiche importance 
of these rates to the western economy is such that they 
deserve this special treatment? 

A, Precisely. 

Q. Doctor, do you know of any place in the world 
where there is accorded such treatment to any particular--- 

A. No. I have not made a very intensive survey or 
any rewl survey of world conditions. 

Q@. But you would have likely come ecross it? 

A. I think so, yes. I think our position is in many 
respects peculiar, 

Q. It is unique? 

A. Unique, yes. 

Q. But you say that it is of such importance that it 
should remain that way? 

Reis Yes. 

Q. Now, would this be 9a matter that you would deal 
with, sir? You have probably examined the rates from the 
various locations in the west to Fort William, for example; 
you would have some idea of the average rate from the form 
to Fort William? 

A. Yes, 

Q. Then there is another movement that the wheat 
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A. Yes. 

Q. Have you examined the rates from Fort William to 
the world market? 

A. Yes, 

Q. Now, those vary? 

Axel Yess 

Q. Greatly? 

A. Quite considerably, yes; greatly in the case of 
ocean freight rates particularly. 

Q. Is it your view thst that portion of the cost of 
transportation is borne by the western farmer to the same 
extent as the rate from his farm to Fort William? 

A. Oh, yes, but there is nothing the Government of 
Canada can do very materially in that field. 

Q. But you say that he bears that portion of the 
transportation cost to the Same extent that he bears the 
transportation cost from his farm to Fort William? 

Ae #t0h, ayesy | 

Q. Now, generally speaking is the cost from Fort 
William to the market 3 larger amount than from his farm to 
Fort William? 

A. Yes, 

Q. So that in his cost of transportation you have his 
cost from the farm to Fort William, which on the average I 
understand is about 20¢ per hundred pounds? 

A... Yes, 

Q. And then from Fort William to the market, have you 
any idea what the average of that would be? 

A. It varies very tremendously. It is probably at the 
present time twice that. 

THE CHAIRMAN: Q. How much? 
A. Twice that. I have not looked at any recent figures, 


MR COVERT: Q. Well, let us for the purposes of our 
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discussion just say that it is 40d, so that the total is 
60¢? 

Ae ‘Yes, 

Q. Then you are in this position, that you have 3 
partvror his ‘total transportation cost, one third is fixed 
and rigid as long as the Parliamentary control is there, 
and then you have two thirds which varies a Sreat deal? 

Aw ues, 

Q. Do you say that that is one reason why that 
eO0¢ must remain fixed? 

A. Yes, 

Q. That is one reason? 

A, Yea, > 1G is much less important than the reason 
of national policy, ol think. 

Q. I think there were Just two other questions that 
I had to ask you. I wonder if you would turn to page 6 of 
the printed brief; it is at the end of the first paragraph 
at the top of the pege. You say: | 

"Functionally they began and continued as substantially 

Similar institutions , . ." 

A. Yes. 

Q. That is, the Intercoloniel and the Canadian Pacific? 

A. Yes 

Q. Then you say: 

NM =- agencies of the stato ‘designed for the furtherance 

of the National Policy." 

A ee. 

Q. Now, I just wanted to know: Is that a conclusion 
of your own? 

A. Oh, yes, very definitely. That is, that there was 
no ideology of private ownership versus public ownership 
came into the picture st all. They were instruments of 


national policy, and in the case of the Intercolonial it was 
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carried out by private ownership, in the case of the Ca Fen. 
by a very peculiar mixture of the two. 
THE CHAIRMAN: Q. You said in the case of the 
Intercolonial carried out by private Ownership. 
A. Public Ownership -- I beg your pardon. 
Q. Just to have the record right. 
hs Yes, public Ownership -- going too fast. 
MR COVERT: Q. And you feel that both remain 
agencies of national policy today? 
A. Yes, 
Beste oet SO, would it not be your view that a 
they ere carrying a particular product, especially one 
which involves such a large volume of traffic, at rates 


which sre non-compensatory, the National Government should--- 


Bile oy Cie 
Q. ---subsidize that, if that prove to be the case? 
A. Yes, 


Q. That is your view? 

He (Yes, 

Q. Then there was just one line on page 2aeor your 
printed statement, in the first line of the iaet paragraph, 
You say: 

"The Crow's Nest grain rates represent established 

Netiongl policy’... <" 

Now, would you go so far as to say "and never changeable"? 

A. Well, I think that is in the wisdom and discretion 
of Parliament to decide. I do not think eny body short of 
Parliament should undertake that terrible responsibility. 

Q. Now, you would say, I take it, that it should not 
be changed until such time as it can be said that the 
western farmer is on his feet, independent, and no matter 


what happens to the grain rates he can carry on? 


A. Yes, 


ih ge a be bag ekongestes 9 i ge 


7 ) 
Ww 


Pant 


wi -e 


ommend a ely t pt 


va 


balendo rather cowed tap 
J sy Sn oak a i “gs 
wou ned Ti ss gide cond obi oe pl 


t 


oY 


iigic Deooan 


aye Puiypey' ed « 
he ks ‘> 


797 55 
: Uae 


pees 


ar J bes.) ‘1 ie ‘ f M a ; a : one 
dnote yoor yng aeity fom 66 I .ebiper pean _ 


‘, 


¥ 


es cy deonptorw Su0d8 4 


Ag 


fis v 


vere 


don pian, ie Vat Bt. viled L cen Ditigar wR, poy 


yy re eer ; i eae pa oe Ned 


oe aeatt Dhow pd aoe 92 28 sank aug ibveit io 
Wei de , i ; ‘ Ny 2 eee # 


$ary fi Bi _dnsosegebat deet as 


rf Ri He i) : 


RND ~19220- Dr. Britnell 


Q. You go that far? 
Be Yeas 
Q. And you Say that Parliament must decide whether or 
not the western farmer is in that position? 
Asve Yes, 
MR COVERT: That is all I have to ask, Mr. Chairman. 
THE CHAIRMAN: Does anybody else wish to question 
Dr. Britnell? 
MR COVERT; Have any of the provincial counsel 
any questions? 
THE CHAIRMAN: Well, we will come back in five 


Minutes or go, 


— me we ee me 


— we ee oe ce ee 


CROSS-EXAMINED BY mR SINCLAIR: 

Q. Dr. Britnell, I have 8 number of questions, and I am 
Soing to try to refer you closely to aoe of the statements 
made in your brief in the first part of my discussion with 
you, and explore them, 

A. Yes, Is that the mimeographed brief? 

Qn, Yesses? you could have one handy. I take it from my 
friends from the provinces that only on the matter of the 
question of Subsidies are you differentiating in your position 
88 spokesman for Saskatchewan and as Spokesman on behalf of 
a€all the provinces in connection with this brief? 

A. So far ag I know. There might be questions come up 
about which we have not consulteqa where I would have to 
qualify them. 

Q. But you have had close consultation in connection with 
this brief? AeeYes; oh, very close, yes, 

THE CHAIRMAN: Just a minute. You ere spokesman for 


the Province of Saskatchewan? Is that right? That is what Mr, 
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Sinclair said, 

MR SINCLAIR: I said Spokesman for all the pro- 
vinees in connection with--- 

THE CHAIRMAN: Well, a spokesman is Somebody 
who says what a province wents, | 

MR SINCLAIR: That is right. 

THE CHAIRMAN: Q. Is that the position? 

Hervesss tk tnink I would go further, and say I am 
Spokesman for the three prairie provinces, with the only 
exception I can think of offhand being the case which Mr, 
Sinclair has mentioned, the Subsidy relief, on which ‘a 
Speak only for the Province of Saskatchewan. 

Q. Wh t I mean is, is what you ere giving us evidence 
of your own ideas as en expert on these matters, or are 
you just saying what a certain province wants to have done? 

A. I think there is 5 virtual identity there, sir, 

Q. How can there be, if you may have different -- 
well, of course, if mey be.’ What do I understand, then? 
That you are Speaking here in so far as what you have read 
is concerned, as putting forward the views of three pro- 
vinces? Is that it? 

A. Yes; 

Q. Their views? 

A. Yes. They do happen, sir, to coincide exactly with 
my own views, because we were given a complete--- 

MR SINCLAIR: Q. Is that unusual, Dr. Britnell? 

A. ---3 complete hand, Oh, I don't think so, 

Q. I take Lu, then, that=-« 

THE CHAIRMAN: Q. Anything that you may say apart 
from what you have read is not necessarily the views of 
Manitoba or Alberta? 

A. They sre unless I qualify them, sir. 


Q. Untless you qualify them? 
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A. Yes, unless I qualify them, sir, 
THE CHAIRMAN: All rLent.. 
MR SINCLAIR: Q. Now, on page 1 you say: 

"The rates in question are contractual rates, insti- 

tuted and maintained in fulfilment of the terms of a 

voluntary agreement between freely contracting 

parties," 
Do the provinces say the agreement of 1897 covers the move- 
ment of grain and flour to Pacific Coast ports for export? 

A. No. That has been an extension by Parliament. 

Q@. They sare not contending that the agreement in any 
Way covered the movement of grain to Pacific Coast ports 
for export? 

A. I do not see how that could be SO, Since it comes 
thirty years after, 

Q. Your enswer, then, is No? 

A. Yes. I admit that thet may be more of a legal 
question than of economics, 

Q. Oh, I think it is pretty factual. 

fe yl enink Lt ts, ses; 

Q. Your answer to that question of mine is that the 
provinces do not contend that the agreement of 1897 in any 
Wey covered the movement of grain and flour to the Pacific 
Coast ports for export? 

A. That would be my answer, 

Q. The answer is No? 

A ANS . 

THE CHAIRMAN: Well, the agreement speaks for 
itself, 
MR SINCLAIR: Yes; I am wanting to test the 
Statement that I read. 
Q. Do the provinces say that the agreement of 1897 


applies to railway companies. other than the Canadian Pacifict 
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A. Well, I cannot enswer that precisely Yes or No, 
I think that so far as other railways ere concerned, they 
were pretty well bound competitively down to 1925, 

Q@. Well, I will discuss that with you later. But in 
So far as the agreement itself is concerned, the provinces 


are not contending that there was any collateral agreement? 


A. No. 

Q. Or any matter of that kind that bound any railways--- 
A. No; there was an agreement with the C.P.R. 

Q. And only bound the Uebel ¢ 

| Sa aah 6-9 


MR MacPHERSON: The agreement speaks for itself. 

MR SINCLAIR: I was just exploring to see if he 
had any thoughts in Support of any other Statement, or any 
thought or inference that it applied to any other railway, 

THE WITNESS: No. 

MR SINCLAIR: Q. Do the provinces say that the 
agreement of 1897 covered grain or flour shipped from points 
other than the points on lines of railway on the Canadian 
Pacific in existence at the time the agreement was made? 

A. Well, I think in that case it is logical to assume 
that Parliament expected and the C.P.R. expected to build 
further lines of railway, and, since you could hardly have 
two structures of freight rates in the same area at the same 
time, in the minds of both contracting parties one could 
reasonably assume that they expected all branch lines to bear 
a very close relationship with the differentisls of distance 
to come under the agreement. 

Q. Then am I to take it from your answer that the 
position of the three western provinces in regard to that 
matter is the game as the contentions they put forward before 
the Supreme Court of Canada in 1925 and which were not found 


effective by the Court? 
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A. I am afraid I have not read the Supreme Court 
opinion in 1925 recently, to be sure that T could answer 
that. I have read ta Ute gals good long time ago. 

Q. But the view of the provinces is that it was the 
contention, it was the view, of the contracting parties at 
the time the agreement was made that they were to apply to 
all subsequently constructed branch lines and all subse- 
quently opened Shipping points on existing lines? 

A. Certainly they did not envisage that there would 
be no expansions of the Cb tie 

Q. Did they envisage an expansion, though, Dr, 
Britnell, which is the question, of the reduced rates? 

A. Very definitely. 

Q. What evidence have you got to support that statement? 

A. Merely logic. It would seem completely unlogical 


to suppose that they had any other idea, because, as I said, 


you cannot maintain in the same generalarea, or hope to 


maintain, two separate scales of freight rates which might be 
altogether different. 

Q. You have no evidence except that? 

Ae NG, 

Q. Now, I think you would agree with me that to change 
an agreement requires the consent of both parties to the 
agreement? 

A. Yes, 

Q. Can you refer me to any evidence to show that the 
Canadian Pacific agreed to any alteration in the terms of 
the 1897 agreement in regard to the , ‘freight rate reductions 
Specified in that agreement or in the area covered? 

A. I am afraid I did not quite get that. 

Q@. Can you refer me to any evidence to show that the 
Canadian Pacific conse.nted to any alteration in the terms of 


the 1897 agreement in regard to freight rates, either as to 
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their extension, as to area or as to direction of movement? 


Hie: NO 


Q. Now, just one little point for clarification. On 


page 2 


» a8 to rate changes agreed to by the C.P.R., at the 


very end of the indentea paragraph (b), you say: 


"The reductions varied from 10 to 33--1 per cent ....! 


(Page 19225 follows) 
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This is practically taken out of the Brief of the Canadian 
Pacific on this matter, as shown by the footnote, and also 
from the Statute, with the exception of this last sentence 
which is added, and I just want to eileen up a little point 
here, 

THE CHAIRMAN; That is page 1 that you are talking 
about? 

MR. SINCLAIR: Page 2, 

THE WITNESS: It is at the very bottom of page 
l of the printed Brief, the last sentence. 

THE CHAIRMAN: You are following the mimeographed 
Brief, are you, Mr. Sinclair? 

MR. SINCLAIR: Yes, the mimeographed Brief. The 
printed Brief was just handed to me at 10.30 this morning. 
I am sorry that I have not had an opportunity of corrcolating 
the Briefs, 

THE CHAIRMAN: I have it now. What is your question, 
Mr. Sinclair? 

MR, SINCLAIR: Q. The Brief reads:- 

"The reductions??!*" from 10 to 33-1/3 per cent 

and were commonly of the former figure." 

That is, commonly of the 10 per cent. reduction figure 
referring to westbound commodities? 

Ayo 26s, 

Q. It is correct, is it not, that green and fresh 
fruits was the only commodity having a 33-1/3 per cent, 
reduction? 

Ay, ves, that is right. 

Q. And that coal oil was the only one having a 20 
per cent. reduction? 


Aeros, 


sete aostex esteoll ad a 


1 ee ‘avonh’ aa ‘nisi eLad no 


me AIAe 36 of BEAD “EO do tsqeaxe. ond: Hole assign 


ME) bee lk 8 ME EAS Sm Cha Sane Feit a wail ‘habbo as a OR Te: 


i) as ht aaa oS seca as vets NAMSET BIS) | 't curate ieee 
aS Sa erOe se ae om ROP ey or Bae AM ST & ape Hf ye ary 


* \ vee } Te b "3 | age 
7 % t 1 2 - we ” z so ry 
Vee FAO ee ae ee | eee ek 
joeee Ue | S& anal gRtalonre oa f 
j “ ven ae ices ; . f 
a j ~~ i ; } 
s . \ a. oe + as mary ares (% 
ii at Op ipaeee i 
a Re the & ete s WT Be i | + 
y 2 ; od. , 
, ay 7, ek 
: J 4 ele i 
ob toc, Prem: Retire bee ak "i 
Ley ; Pe eg iia 
j ead : \ 
@? phd cee nt fishnet ; 
. ‘ ons a 
ona oy: -RaMAEAHS. SH | | 
i otek a 
< he Ay 
» ' ee oo PA » f le ¢ tie ¥ 4 ; h . 
. OFF bt ao 4 \ ad > > . is bie ree i % 
? : 7 va 
‘ ty ‘ 
. a ay Fee ‘ Pa !" ‘pl 
by PET) Eley & fos gk ey Ba LEA a Fare ; Ava 
+ et unger’ . ile “ y 
. ' ? ‘ Py ” *, ih, -t tae mie > fens i 
. 1 Call ah ti RUE Bon ae EA ee helt * aOR Es be 7 
PLE ae nibs J Cone Vs ar Cpe Cae mr ' ma 0 at We a ie BB w } a a ps aha aye Ba i & Revie inn) 
yas )) 4 
fs mer € t toot + NEA bh r Nyt a4 
P i ed ro ‘; ta 4 4 2 POR ih Tan § jae rao os . fry ie 
Fe taped a8 8.4 tt ae Wet eays hae th un he ale eye Jie ue t 5 EBA. ia wa i) sid 
ad 6 
ae vee. 
. a) 
,etalw ome oy 
a tars nh noe 
" i} = 5 iuP 
; uf 
, i . > ‘ 
; . Pte ye ereaten arte ie 
i Se a FP Ga MAE TEES 2 COLES eae oh ds i: heey ts 
% A + “i A cies : k ' 
i 
i Lew f * +h a . A) | 
rae 3 Chie CALE het . ee My ; 
i i 
iinet f er 9 eee vf Pa | 
ey By redler Rey hae ROR TE wh? SLIM ST ER 4 
ui } “ ‘4 
o , % aan 
: re ay ene “ we. ~ a 
5 4D Se dM ox Ee | SACL FOoOMay Gas ; oe 
7 . . Ay “Pr ~ b $ rn " 
; oy ‘ “ 
1 She 4 § Siete he Po Cede > ae epneer le, | Cunt 4 
> ig GL PLRARR So eee ot Th Ye OR. ON BER , 
bi | ie aa o ao on ¢ set 4 ys ‘ 
iy ; 4 bay - to. Wal ae Th al oO. 4 ee 
F . ay ee = ae Eee as ae! tee eee 4 ba hee) Yule bets ara 1S a Ad me 4 y i) 
as ” dl . : 
‘ ¢ 4 


rat” Alea | Guava thomeae tawedteoe oF Aanlasteiety 4 


sore bite rads Aa 
& ie 18 Cer ar Pens “ee fo ie +3 bommon Lae af ont gay. atu 
pa Ady st) eee Mame Fae squbes | i 


| dete Ha) sa et EY 
ghaa ett aos ve 646 toa S00 
My Tw Ty Vi arly 


ey, ; a 


Ae 


- 19226 . Dr. Britnell cr.ex 


Q. And all the rest were 10 per cent a7 

A. Yss. That is right. 

Q. I take it that you woulda agree with Mr, Jefferson's 
evidence in cross-examination by Mr, MacPherson that there 
are no green or fresh fruits nor coal oil now: moving from 
Eastern to Western Canada by freight? 

A. I do not suppose there would be, 

Qa No; 

A. There might be a small amount of “green and fresh 
fruits. 

Q. Have you made a Study of eit? 

A. No, But there might very well be a small amount 
of green and fresh fruits moving from east to west. 

Q. By freight? 

A. , ¥eos'. 

Q@. You will recall that Mr. Jefferson, in his evidence, 
Said that if there was any moving, it would be moving by 
express? 

A. Oh, yes; I am afraid I missed that distinction 
between express and freight. You are right ; 

Q. There is quite a distinction? 

A. Yes, 

Q.. In the next paragraph you state that the agreement 
Constituted merely a continuation of the prolonged effort 
of the Federal Government to secure adequate transportation 

facilities and to assure the provision of these facilities 
to the shippers at reasonable rates. We could agree, could 
we not, Dr. Britnell, that at the time the agreement was 
entered into the Canadian Pacific was not controlled with 
regard to the level of individual rates? 
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Q. And the only control was that its earnings would 
not exceed ® 10 per cent. return on the capital investment? 

Ay . Yes, 

Q. I take it that we can also agree that after 1903 the 
Canadian Pacific, along with all railways in Canada, was 
under the jurisdiction of the Board of Trailway Commissioners, 
as it was then called, as to the reasonableness of the level 
of rates on particular movements of commodities? 

A. Yes, 

Q. I should like your opinion, Dr. Britnell, as to 
whether, if individula rates had been under the control of 
a regulatory body at the time the agreement was entered into, 
that provision as to "in perpetuity" would have be-n in the 
agreement? 

THE CHAIRMAN; If what, Mr. Sinclair? 

MR. SINCLAIR: If the rates on the Canadian Pacific 
were under the control of the ewe ae body at the time 
the agreement was entered into, whether in Dr. Britnell's 
Opinion there would have been that term in the agreement, 

THE CHAIRMAN: Pardon me, but are you not forgetting 
that there was a regulatory body? 

MR. SINCLAIR: Sir, it was the Railway Committee of 
the House, 

THE WITNESS: Of the Frivy Council. 

THE CHAIRMAN: They were the regulatory body at 
that time? 

MR. SINCLAIR: I am going to discuss that. 

THE CHAIRMAN; You were putting it as though they 
there was no regulatory body, but there was one, 

MR, SINCLAIR: All right; I will put it this way. 


Q. If individual rates had been under the control of 
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a regulatory body of the type now in existence - that is, of 
the type of the Board of Transport Commissioners - if there 
had been a regulatory body of that type in existence in 1897, 
in your opinion do you think that the Government would have 
put the clause in regarding the fixing of the rate in 
perpetuity? 

AS in my Opinion, yes, 

Q@. Why do you say that? 

A. Because I think that the debates of the period 
indicate that the Government of the day was sufficiently 
Seized of the importance of stable grain rates in Western 
Canada. 

Q. Do you mean by that that the Government of the day 
had in view that grain rates would be Other than on a 
reasonable basis? 

A. No, I do not think so. I think they thought that 
grain rates would be on a reasonable basis. 

Q. And if they had a body that was. constantly charged 
with seeing that individual rates were on a reasonable 
basis, do you still think that the Government woudd have 
asked for that provision, placing a fixed rate on it? 

A. Yes; because the Board of Transport Commissioners, 
for instance - or the Board of Railway Commissioners as it 
was then constituted - as later constituted, do not look on 
aspects of reasonability just in terms of the economic 
dislocations of that particular area. My definition of 
"reasonable" might be different from yours and certainly 
would be different from that of the Board of Transport 
Commissioners. 

Q@. I should like to ask you, if you would not mind, 


to give me your criteria of what is a reasonable rate. 
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A. A reasonable rate would be a rate that provided 
an adequate return to the railway, a proper return to the 
railway, taking into account at the same time the economic 
effects upon the western region of rates on grain. We are 
talking about rates on grain, presumably. 

Q. Am Ito take from that criteria that if the rate, 
to be proper® and adequate to the railway, was higher than 
could be left without having some adverse affect on the 


I 


Western economy, you think that that rate should go into 
effect without any recompense whatever to the railways ? 

A. I think that rate should go into effect; and as 
I said to Mr. Covert, I would think that the deficiency 
Should be made up from other sources. 

Q. So I take it that we are in agreement, Dr. Britnell, 
that primarily one of the basic problems here is to have 
adequate and proper rates for the movement of grain to 
the lakehead and to the Pacific coast ports for export? 

A. I do not think I would go that far. I do not think 
it has ever been established that they are non-compensatory. 

Q. Never mind what the result of it is. Let us deal 
with the matter as one of principle. 

A. I think our position would be that we stand upon 
the agreement which was made by the freely contracting 
p rties « 

Q. We are back to where we were a little while ago. 
Let us leave that for a while and deal with what we are 
dealing with now, if you do not mind. If the railways are 
to remain efficient an@ are to provide adequate facilities, 
it is essential for them to have proper rates, particularly 
for the movement of grain? 

A. I would not say proper rates. I would say they 


would have to have adequate revenues to maintain the 
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railway. I woulda definitely distinguish between that and 
what you define as "proper rates"; they should have 
"adequate revenues" yes, 

Q. You mean they should receive adequate revenues 
for the movement of grain? 

A. No. I would take the larger picture 
picture. I think the rates on grain are irrelevant. 

Q. That is the statement you made in your original 
evidence, 

A. Did I? I have not refreshed my memory on it, 
but I am glad if I am at lesst consistent. 

THE CHAIRMAN: Q. As to these adequate revenues 
that you referred to, had you in mind revenues arising 
from freight rates? 

Aeeeoam thinking of, as necessary, Supplementing 
that out of the national treasury, if necessary to maintain 
the railway facilities of the country. looking at the two 
railways as ee as national policy. 

Q. Viewing it as a railway that does not indulge in 
any other activity? 

Bs ) Obsi definitely, 

Q. And which acts strictly as a carrier? 

A... Exactly, 

Q. You say that anything that is required to supple- 
ment reasonable rates should be provided by the national 
purse? 

A, Yes 

MR. SINCLAIR: Q. Suppose there was a body of 
Opinion that did not agree with that stand, but felt that 
all traffic should bear its fair share of the cost of 


moving it. How do you think that body of opinion can be 
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Satisfied with a fixed level of rates on grain? 

A. I would leave that to Parliament. 

Q@. Would you agree with me, Dr., Britnels,. that. ‘the 
reason why the Board of Transport Gomulieeronens predecessor, 
the Board of Railway Commissioners, wasset up was that 
members of Parliament found that they could not properly 
deal with rate-making matters? 

Aoy Yes, with the exception that they made one 
Specific exception and one only; that is with respect to 
grain, 

Q. You think that there is a distinction between 
grain rate-making principles and any other rate-making 
principles? 

A. I think there ais a distinction between grain 
and other commodities, in terms of the importance of grain 
to the entire ¢CO nomy of Canada both historically and 
at the present time. 

Q. Would you agree that Parliament is not as well 
equipped as are the Board of Transport Commissioners to 
deal with railway cost problems and railway rate problems 
in the handling of grain? 

A. If you take out those last few words, I would 
agree with you, 

Se wu . want to. put. thom! in. 

A. You want to put them in? 

G.. "Yes? 

A. In answer to that I will say that I would prefer 
to leave it to Parliament to decide with respect to 
grain rates. 


Q. What is the reason for your preference? 
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A. Because the whole western economy was settled 
under, as one of the basic, fundamental underlying conditions, 
the stable level of freight rates guaranteed under the 
Crows Nest Pass agreement, and that that is a part of the 
established national policy now going into its fifty-fourth 
year. 

Q. In answer to Mr. Covert I think you admitted that in 
dealing with transportation you have to deal with trans- 
portation from the farm to the consuming centres of Europe? 

A. Yes, 

Q. And I think that you also stated to me that there 
was only one segment of that transportation cost controlled ? 

Dees. 

Q. And that is the segment from the country elevator -- 

A. That is controlled by parliament. 

Q. By parliament. 

Bon eS: 

Q. And that is the segement from the country elevator 
to the lakehead terminal, we will say. 

A. Yes. 

Q, Or to the Vancouver terminal. 

Aw, Yes, 

Q. There is a segment from the farm to the country 
elevator... Isi-that controlled in your provins 

A. Very effectively by competition between farmers; 
very effectively. In fact most of it, I suspect, that is 
custom hired does not begin to pay. The competition is 
so cut-throat that the farmer who gets into the trucking 
business is very lucky if he manages to get back his 
interest and depreciation charges, if they are properly 
charged. 

Q. Does your government make it a condition upon the 


issuance of licences that they haul grain to country 
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elevators at a fixed price? 

A. No, It is quite unnecessary. 

Q. Would you say that a rate of five cents per hundred 
from a farm to an elevator was out of line? 

THE CHAIRMAN; I did not catch that figure. 

MR, SINCLAIR: Five cents a hundred, 

THE WITNESS: From a farm? 

MR. SINCLAIR: To an elevator, 

THE WITNESS: How far is the farm from the railway? 

MR. SINCLAIR: Q. I am just going to take the average 
haul from a farm. A, I would think it is too high. 

Qe LOO nL en? 

Yes, 
. A hundred. 


. Oh, a hundred? 


A 

Q 

A 

Q. Yes. 
A. That would be three cents a bushel? 

Q. Yes. | 

A. No. Probably that is fairly close to an appropriate 
figures feirly close, 

Q. That gives a fairly high ton-mile earning. 

A, When the distance is two, three or four miles, 
there is far more time spent in loading and unloading the 
grain that there is in moving as against k five hundred, 

Six hundred or seven hundred miles to a railway. I think 
that is sufficient to vitiate any comparison whatever. 

Q. But it is one of the segments of cost. 

A. It is one of the segments of cost; but you cannot 
begin to compare the ton-mile basis when most of the time 
is spent in loading and unloading. 


Q. With the portable grain loaders, does it still 


take a long time? 
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A. Yes; because you have small growers to deal 
with, or in most cases you are probably hauling from the 
combine and that means picking up at two or three places 
around the field, 

Q@. And that is the reason why you say on a ton-mile 
basis there is no comparison? 

A, I think that vitiates any comparison, the length of 
the haul and the time spent in loading and unloading. 

Q. But we can agree that it is one segment of the 
cost of transportation? 

A. Oh, yes’. 

Q. The next segment, as I Said, is from the country 
elevator to Fort William, 

Ag Les, 

Q. And that is fixed? 

A, Yes, 

Q. By parliament, 

A. Yes, 

Q. And is under the control of no regulatory body 
that has the matter under review at all times? 

A. Yes, 

Q. The next segment is from Fort William, we will 
say, to Montreal. In one" ~ if it moves Dy rail, pie 
comes under the board of Transport Commissioners; if it 
moves by water it comes under the Board of Grain Commission- 
eres 1Hat 18 correct, is it. not? 

A. Yes, 

Q. Then we have the next segment, and that is from 
Montreal, we will say, to Liverpool? 

Aa: 2655 

Q. And that is not controlled at all? 

A. Except by competition, 

Q. By competition, 
A 


- And that competition is a very effective means 
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of control. 

Q. But the government have not attempted to fix a rate 
for the movement from Montreal to Liverpool, have they? 

A. No. It is completely unnecessary. 

Q. They could fix a rate if they wished, could they 
not? 

A, Yes; I would think that they could, 

Q. AS a condition of Canadian flag registration? : 

A. A. That is right. I was thinking in those directions; 
gO back to the Navigation Acts, 

Q. So that the reason why you feel that parliament should 
control the rate from the country elevator to the lakehead 
terminal is that there is no competition for the movement of 
grain in that area; is that correct? 

Ae eRink that is the major element, very definitely, 

Q. And are you Suggesting to the commission that 
Parliament is better able to judge what would be a reasonable 
rate under those circumstances than is the Board of Transport 
Commissioners? 

A. In terms of the larger, over-all picture; the 
over-all national picture, yes, 

Q. Let us just deal with the movement of grain, end a 
reasonable rate for the performance of the given service, 

A. I am prepared to leave it to parliament. 

Q. I asked you if you felt that parliament was better 


able to deal with the reasonableness of the rate -- 


A, Yes: 

Q. -- from the country elevator to Fort William, 
A, Yes, 

Q. --than the Board of Transport Commissioners? 


A. Yes, taking the position of the’®’™&?ana the position 
of the railway into account. 
Q@. And is it the position of the western provinces 


that they have no confidence in the Board of Transport 


| , Ny : is A 


it ahoon revised ad Leonses ce hint nor 


a | BRK new eesti glade 


Pk tee hae oir 
Sbatehy oF 


ee we ee ee 
Meetity (crew af 


Cs i oy fi. 
Tepe teeth “8p 


it 


a 3 ¥ 4 ie Sh 
(int 258-%ero 


vi] 


it 4. fet 


oe oh oe 


es pr 

& i 

i fe) § » tal ohn at withiie a ip abe dln by, 
Hy i re obs 7 4 she ME Demy | he ie We PRE SLA DS 
ee 


i +7 ’ , m tr 7 
f Pad i atau ‘si 80% oh 


orig dare 


i 


Honiee.ten temo 


Dr .Britnel} cr-ex 
- 19234-B 


Commissianers to fix a reasonable rate? 

MR. MacPHERSON: I object to that question, Mr, 
Chairman, It is not a question of having no confidence in 
anybody or being asked any questions about it. The witness 
has a right to come to this commission and to state what his 
representations are; and I summit that such a question as 


is now being put is quite unfair. 


(Page 19235 follows ) 
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THE CHAIRMAN: Well, it might have been put in 
this way, I suppose, that what the people Dr. Britnell 
speaks for, fear is - - 

MR, SINCLAIR: That is oe next question. 

MR. MacPHERSON: You can ask that, 

MR. SINCLAIR: No, I think my first question is 
to ask - - 

THE CHAIRMAN: You see, Mr. MacPherson, we must 
canvas reasons for. That is what we are here for, to 
determine on this - - | 

MR. MacPHERSON: Quite, my lord, but the question 
put by the counsel to the witness is, that you have no 
confidence in the Board of Transport Commissioners. 

THE CHAIRMAN; Well, I know. As I say, I think - - 

MR. MacPHERSON: I am objecting to that. 

THE CHAIRMAN: That what Mr, Sinclair means, I 
suggested, could be put in another way of expressing his 
thoughts, 

MR. MacPHERSON: In the way it was put I am 
objecting to it, We are not objecting to getting st 
fundamentals so far as the investigation is concerned, but 
I am objecting to the question as it has been phrased, 

THE CHAIRMAN: Your objection was properly taken, 
The language was not the proper language to use, Yes, Mr. 
Sinclair, I know what you are aiming at, and you can achieve 
that purpose I think - - 

MR, SINCLAIR: I think my friend, Mr. MacPherson, 
is unduly sensitive. 

THE CHAIRMAN: He may be, but he has a right 
co be, of course. 


MR. SINCLAIR: To be unduly sensitive? 
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MR. MacPHERSON: I am properly sensitive if the 
question is phrased such as he has phrased it. 

MR. SINCLAIR: Very well, my lord, I will re- 
phrase it. 

Q. Dr. Britnell, is it the position of the Western 
Provinces that harm would be suffered by the Western farmer 
if the Board of Transport Commissioners fixed a just and 
reasonable rate for the movement of grain from the elevator 
to the lake? 

THE CHAIRMAN: Pardon me. Isn't your question 
involved ? You say, would they be harmed if the Board set 
just and reasonable rates? 

Ni. SUNCLAIR: That is it. 

THE CHAIRMAN: But the attitude of the Provinces 
must be that the present rates are the just and reasonable 
raves, all. considered. 

MR. SINCLAIR: I say no, my lord. 

THE CHAIRMAN: You say the Provinces do not take 
that attitude? 

MR. SINCLAIR: That they are just and reasonable? 

THE CHAIRMAN: No, but you want to know what 
Dr. Britnell thinks or what his people think. You put 
your question: Would they not be satisfied if the Board 
were to provide just and reasonable rates? Is that 


what you said? 


MR. SINCLAIR: Yes, I asked him how the Western 


farmer would be harmed if the Board of Transport Commissioners 


fixed just and reasonable rates for the movement of grain 
to. iake. 
THE CHAIRMAN: That is my point. Do you mean 


by just and reasonable rates, rates that could not harm him? 
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MR. SINCLAIR: I want him to answer the question, 
my lord. 

THE CHAIRMAN: You see, the question then - that 
is, I think your question is too involved to be answered 
with any exactitude. Supposing the Board did fix rates? 

MR. SINCLAIR: Let me put it = - 

THE CHAIRMAN: Then the question would arise: 

Are those rates just and reasonable? 

MR. SINCLAIR: Well, my lord - - 

THE CHAIRMAN: Then I presume if they were higher 
than the present rates, it would’be asserted that they are 
not just and reasonable? 

MR. SINCLAIR: Well, I certainly want to be fair 
to the witness. 

THE CHAIRMAN: And it is abundantly set out in 
une: Briel. 

MR. SINCLAIR: What I want is the views of the 
Provinces, and I want at the same time to be abundantly 
fair to Dr. Britnell, and I don't want to trap him. 

THE CHAIRMAN: You must be careful how you 
use such language, "just and reasonable". 

MR. SINCLAIR: Maybe with a little more time 
we may get something in some way that would be satisfactory, 
my lord. I am afraid I will have to go back over some of 
the ground I thought I had covered. 

@. The Western Provinces, Dr. Britnell, are prepared 
to pay just and reasonable rates for the movement of grain 
to lake, are they - or rather to support just and 
reasonable rates for the movement of grain to the lake 
head? 

A. The Western Provinces are prepared to pay the 


Crow's Nest Pass rates. 
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Q. Well, don't fence with me, Doctor. 

A. No, I think nothing can be fairer. I have told 
you what they are prepared to pay. 

Q. You cannot answer my question? 

RBG Theyearsiiprepared to payh-1= 

Q. To support the payment of, I think you had better 
put it. 

A. To support the payment of the rates which will 
provide a reasonable return to the railway, after full 
cognizance has been taken of the position of the railways 
as instruments of national policy. 

Q@. Well, we have had that before, Dr. Britnell, and I 
wonder. if you) could try to help me, because I am trying to 
get some evidence here as to the attitude of the Western 
Provinces...’ It. is sometimes a little difficult from reading 
these Briefs to understand. 

Aw brambsarry about that. 

@. Now, may I ask you again as to whether the 
Western Provinces are prepared to support the payment of 
just and reasonable rates, whatever that amount might be, 
for the movement of grain from country elevators to the 
lake head? 

A. If you will let me define the "Just and 
reasonable" - - 

@. In accordance with the established principles of 
rate-making, making that definition % 

MR. MacPHERSON: That is a question of law, 
the question of "just and reasonable! as defined in the 
Railway Act. My friend is asking the witness a question 
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MR. FRAWLEY: My lord, it is a little more than that. 
Mr. Evans is on record as Saying that the standard mileage 
rates or standard commodity mileage rates that are filed 
with and approved by the Board under Section 330, those are 
just and reasonable rates. Now then, we have had it here 
that the commodity mileage rate on grain from Regina to 
Fort William is 58 cents. Now, if that is what my friend 
ME olnelaiy, is asking about, perhaps he can ask the 
witness that, but those are the just and reasonable rates 
according to Mr. Evans' definition. 

MR. SINCLAIR: Once again we have a very broad 
Statement from Mr. Frawley , Mr. Frawley, I would like 
torrecall to him and to the witness, if I may: when Mr, 
Jefferson was on the stand it was stated that the position 
of the Canadian Paiific was that if grain rates were placed 
under the jurisdiction of the Board of Transport Commissioners, 
that the Canadian Pacific was prepared to have it made a 
condition that before they came into effect such rates 
would be first approved by the Board. 

MR, FRAWLEY: Now, of course, my lord, my friend 
questions my broad statement as being inaccurate. I say 
that Mr. Evans said that just and reasonable rates are 
those approved under Section 330; and if 58 cents is the 
rate, the approved rate, to carry grain from Regina to 
Fort William, as an example, then that is the just and 
reasonable rate that Mr. Evans was talking about. MThis 
condition of the Canadian Pacific willing to sit around 
and take a seminar before the Board of Transport 
Commissioners, that is another matter altogether. There 


has to be legislation passed before that could come in. 
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THE CHAIRMAN: Well, put your question, Mr. 
Sinclair. 
MR, SINCLAIR: I seem to be having a bit of 
difficulty with my friends. 

Q. Dr. Britnell, I am going to ask you to make some 
assumptions with me, and maybe we can make more progress, 
Assume that grain rates are not controlled by statute. 

THE CHAIMAN: Are not controlled by --- 

MR. SINCLAIR: Are not controlled by statute. 
Assume that legislation requires the Board, before fixing 
rates on grain to the lake head, to first approve the rate 
filed. Would the Western Provinces support an application 
to fix that rate at a level that was just and reasonable 
for the movement of grain, as a commodity, in accordance 
with the established principles of rate-making? 

A. Definitely not. 

Q. And why do you say that? 

A. For the simple reason that the whole of Western 
Canada is quite unanimous that the most appropriate way 
to settle grain rates is through Parliament. 

Q@. Well, I asked you to assume with me, You forgot 
my first assumption. 

A. Well, it was a horrible assumption. 

Q. Let us assume --- 

A. There wauld be no statutory control. It is the 
sort of assumption that the Westerner doesn't like to 
Sone icer even. 

Q. Is the reason why he thinks it a horrible assump- 
tion that he feels that rates under statute are at other then 
a just and reasonable level? 

A. No, but he does feel that "Just and reasonable” 


receives an extremely legalistic interpretation: under the 
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Railway ‘Act, and that "just ana reasonable" is something 
which Parliament is better _. ‘able to discover in an over- 
all sense, than any Board or tribunal, however eminent its 
personnell, 

Q. You would agree, would you not, that the basic 
and floor of a just and reasonable rate is something more 
than the cost of moving the commodity? 

AS = VSS 4 

Q. And would the Western Provinces be prepared to 
Support a rate for the movement of grain that would give 
Something more than the cost of moving the commodity? 

A. No, the Western Provinces would never agree to 
consider grain entirely by itygelf in the narrow and 
restricted sense of the assumptions which you ask me to 
make and in the terms of the question. Now, I am inven”) vee 
preting Western opinion, I am afraid... 

Q. You have not consulted about it? 

As (Very detinivelyy: -T say°t am interpreting Western 
opinion there, « “and I know that it is the position of all 
the people I have been associated with. 

Q. You would not agree with me that the Western 
farmer is prepared to pay a cost for moving grain from 
the elevator to lake head that would return to the railways 
something more than the cost of moving that commodity? 

A. Well, he refuses to accept the dilemma in which 
you try to place him by paying rates on grain. He wants 
to tag along with Parliament, and that is why he is so 
confident of Parliamentary control: he wants to take the 
broader national approach. 


Q. In other words to make somebody else help him to 


carry the burden? 
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A. That is not it, and that would be an implication 
that he would resent. 

Q. He would? 

A. Because he looks upon the railways as instruments 
of national policy, with the tariff (that is the first 
time it has been mentioned) tied in, and any attempt to 
put “him into a position of that sort would meet with a 
good deal of, I think, just resentment, 

Q. If the Board of Transport Commissioners were 
directed by statute to make an inquiry into the cost of 
moving grain to 14ke head and it fixed rates that returned 
to the railways Something more than that cost of movement, 
you still think the Western farmer would object? 

fis Definitely; 

Q. And if the legislation also provided that any 
burden ithat he ‘bore’ --- 

THE CHAIRMAN: Any what? 

MR. SINCLAIR: Q. Any burden that the farmer bore 
in connection with paying a rate such as I have outlined, 
would be taken up by subsidy which would be paid at the 
time he received his cheques from the Wheat Board? 

Would he object then? 

te! OES 6 

Q. He seems to be objecting to everything. Do you 
think that is a fair statement? 

As; No. 

; THE CHAIRMAN: Now you are talking of the subsidy 
paid to the shipper,are you? 

MR. SINCLAIR: Yes. 


THE WITNESS: Yes. 
MR. MacPHERSON: Paid, that is, to the industry. 
MR. SINCLAIR: The subsidy to the industry, yes. 
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THE CHAIRMAN: Well, then, what Dr. Britnell 
objects to, he says --- 

THE WITNESS: It would be inconsistent with the 
entire approach of the Prairie Provinces that the railways 
are instruments of national policy, and that if any adjust- 
ment is necessary the adjustment should be made through the 
railways themselves. 

MR. SINCLAIR: Q. You think that that is the view 
of the Western farmer, do you? 

ie eLee, 

Q. In all provinces? 

A. Well, I have not consulted the whole three hundred 
thousand of them, but I think it is. 

Q. But you have consulted their representatives? 

A. I have consulted their representatives. I think 
it is substantially their point of view. 

THE CHAIRMAN: Q. Do you say that your people “ 
agree with the principle of the Maritime Freight Rates Act? 

A. Yes, That is, I am talking now for the Province 
of Saskatchewan on that particular point, the Maritime © 
Freight Rates Act. 

COMMISSIONER ANGUS: And they would not object 
to the Board of Transport Commissioners assessing the sort 
of normal rate? 

Dee IN 

Q. For the purpose of measuring the subsidy? 

CPR | Loge 

MR. SINCLAIR: Q. Dr. Britnell, you stated that 
this fixed rate (which was established by the agreement 
was designed to improve the competitive position of the 
cash staple of the prairie ré#A6n? 

A. Yes. (Page 19243 follows) 
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-19243- Dr. Britnell, cr-ex, 


Q. And you used there -- that is on page 3 of the 
mimeographed brief, at the very top -- the word "export", 
"the export position", Now, the rates on grain to Fort 
William are the same whether the grain moves outside of 
Canada or moves to Esstern Canada for local consumption in 
Eastern Canada? 

A. Yes. 

Q. So that the present rates, fixed by statute, 
would they do more than improve the export position of the 
western Canadian farmer? 

A. Slightly more, yes, inasmuch as there is some 
consumption in Eastern Canada. 

Q. Would the western provinces Support legislation 
to have rates other than export rates on grain moving to 
Fort William placed under the jurisdiction of the Board of 
Transport Commissioners? 

A. Yes -- they would object to it. 

Q@. I said support? | 

A. No, they would not Support: 16, 

@. Then they want more than something that is to help 
them in their export position, do they? 

A. That is hardly what the statement says. "These 
reductions were designed" -- that is, designed by Parliament 
-- "to improve the competitive export position of the cash 
Staple of the Prairie region." 

Q. I think you have told me that they extended beyond 


that, iy so far ias-=- 


A. Yes. 

Q. ---wheat that was moving locally? 

A. 2Mes? 

Q. Now, I am asking you whether the western provinces 


would support legislation which would enable rates on grain 


moving to Fort William that did not go export to be 
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RND -1924y- Dr. Britnell, cr-ex, 


under the Board of Transport Commissioners? 

a No, they would not Support it, 

Q. Why? 

A. ~For two reasons, I think: First of Ast, thst 2G 
wovld be administratively difficult to decide back at 
Warman, Saskatchewan, whether one carlosd of wheat was 
going into export and one carlosa into domestic consump- 
tion, There would be an administrative problem there, 

@. That is their concern, is it, the administrative 
problem? 

A. (No; that. would be one factor; I say there would be 
one factor, 

Q. Would that be the primary factor? 

Pugh! yy: DEO Sh! 2 primary factor would be--- 

Qier yale 8 minute; would it be an important factor? 

MR MACPHERSON: Let him finish, please, 

MR SINCLAIR: I am Just trying to finish up the 
one question, | 

MR MACPHERSON: The witness Starts to answer and 
then you interrupt. The witness should finish his answer; 
he is entitled to do thet. 

THE WITNESS: The primary factor, Mr, Sinclair, 
would be that they would regard it as the thin edge of the 
wedge, 

MR SINCLAIR: Q. Psychologically? 

ay Partly -- largely psychological. 


Q. Do you think Crows Nest Pass rates are largely 


Psychological, Dr. Britnell? 
A. No, I certainly do not. 
Q. But that part you think is? 
Ae wves, 


Q. So at least there is some common ground between you 


and Mr, Armstrong? 
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A. Oh, yes, Mr, Armstrong and I are old friends. 

Qi TP was talking about common ground, 

~» Oh, common Ground? Well, thet is a different 
matter, of course, 


- There is some common ground? 


Q 

A. Yes, I think SO. 

Q. And there is one SSpecy OL 1 t? 

A. I think his word is Superstition. 

Q@. About the psychological aspect? 

A. I think his word igs Superstition, 

Q. Well, let me translate it to psychological? 

A. No, I cannot go that far, I am afraid, Mr, Sinclair, 


there, but I think it would be reasonable and Fogloa ls iat any 
breach is made in the defence of the western farmer by 
removing part of the grain erer, “for Him’ to believe ener 
it would not be very long before the C.P.R. would be back 
labouring herd to remove the rest of it. 

Qe Lerieiwas provided for by Statute, wouldn't that 
Give him confidence? 

AS? Leewould give him more confidence then if it were 
not provided by statute; but he is Satisfied with the 
Status quo, 

Q. Irrespective of the difficulties that that status 
quo might occasion to everybody else? Is that right? 

A. Oh, I do not think that is a fair statement, Mr, 
Sinclair, There are no great difficulties that appear to be 
encountered by other people as a result of that -- at least, 
it is not established; it has never been traced back to the 
Crows Nest Pass rates, that any difficulties have been 
Suffered by anybody else in the community. 

@. Well, asssume with me, Dr. Britnell, that rates on 
Other traffic are higher then they need be on account of the 


fixed level of ratses on grain to Fort William; that is a 
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-19246- De. Britnell , er- 
ex. 
difficulty for many people; you would agree with that? 

A. Yes, except that I am not prepared to make the 
assumption. It is 3 hypotheticsl case that you sre putting 
to me. No one has ever established that that is so, 

Q. Well, if it could be proved? 

Bin LEG Could te proved, then, as I have said, we 
think that the remedy -- that is, we in Seskatchewan think 
the remedy is through a national Subsidy. 

THE CHAIRMAN; Q. You had better complete that, 

I think, for the record. A national Subsidy to whom? 

MR MACPHERSON: Q. A national Subsidy to whom, the 
Chairman asks? 

As “To "the railways. 

MR SINCLAIR: Q. I was rather interested in some 
of your answers to I think it was Mr, Covert, in relation 
to the fact -- and it is also in your brief -- that you say 
that these Crows Nest rates are a furtherance of the 
national policy of assisting agriculture in Western Canada? 

Bs NOS Lido inot think I sey that at all. 

Q. No? 

A. In the development of the prairie region. The 
assistance of agriculture Suggests a handout to agriculture, 
which I do not think is accurate. The idea of the Dominion 
=~"in fact, one of the major objectives, if not the ma jor 
Objective, of Confederation was the development and settle- 
ment of Western Canada. There is a Sharp distinction there 
ee that policy and assistance to agriculture. 

Q@. Well, I think that you have stated that part of 
the national policy, as you put it, was to have adequate and 
efficient railway service; that is a paraphrase of it? 

A. Yes, 

Q@. That is correct? 


A. That is correct. 
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-19247- Dr. Britnell, cr-ex, 


Q. Do you think there can be any conflict between 
the maintenance of adequate and efficient railway service 
end the establishment of 35 prosperous western economy ? 

A. In the long WUE, HAO 

Q. Let us take the short run, then, if you put it 
that way. In the short run Co you think there is any con- 
1 Dh ea wae 

A. I think it would be 8 case of the railways taking 
too short-run a view of Bde ATC believing thet by reising 
rates in Western Canada they could be prosperous regardless 
of the situation of the western farmer, 

Q@. You think that the railway management is noted for 
taking short-run views of matters, Dr. Britnell? 

cs dew put A. thie way, that it is not uncommon 
for men to be unable to See the long-run advantages, 

Oe  SOnthatuit ts only the fear of the railways taking 
Short view , that you would feel that there would be any 
opportunity of conflict betwenn a policy of having adequate 
and efficient reilways and s sound western egricultureal 
position? 

A. Well, there might be considerable differences of 
¢pinion that would prescribe different remedies. 

Q. Now, Di, brine ll at. pace.6<.. .of the mimeographed 
brief; 

"Rates on imports into and exports from the Canadien 

West remained unsatisfactory to the settlers and acted 

as @ deterrent to western agricultural expansion," 
Have you studied the condition of western agriculture prior 
to 1897? 

A. Yes, 

Q. Have you looked at the acreage figures in the year 
1896 compared to the years immediately precedent thereto? 


A. I expect I have seen them, but I have not--- 
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RND -19248- Dr. Britnell, cr-ex, 


Q@. They did not impress themselves on you in any way? 

A. I cannot remember, 

@. I suggest to you thst in 1896 the largest acreage 
in the history of Canada was prepared for seeding? 

MR MACPHERSON: In the history of Canada? 
THE WITNESS: Up to that time, yes. 
MR SINCLAIR: Q. Up to that time, of course, 

A.) Yes, 

Q. Would that be correct? 

A. Oh, I am quite confident that it is correct. I am 
prepared to accept your figures, 

Q. So that how do you suggest that the rates were 
acting as a deterrent to western agricultural expansion, 
if the year before there was a larger acreage prepared for 
seeding than ever before in the history of Canada? 

A. That is still e quantitative measure. That might 
very well be the case. If you will compare the acreage 
expansion after that time with the expansion of 1896 or 
before, I think you will fina the answer. The proof of the 
pudding is in the eating, and there is the case--- 

Q. Western sgriculture aS expanding even before the 
Crows Nest---- 

A. Very, very slightly compared to anything that 
happened afterwards. 

Q. But you sre not Suggesting that the grain rates 
being fixed by statute was the cause of the sbroad expansion 
after 1897? 

A. I am suggesting that they were 9 very important 
element in that expansion, 


THE CHAIRMAN: We will adjourn now. 


---The Commission adjourned :at 1:00 p.m, to meet again 


at 2:45 p.m, 
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-19249 Dr. Britnell 


Cr-ex, 
AFTERNOON SESSION 
ee 


DR. G. E. BRITNELL Recalled 
CROSS-EXAMINATION BY MR, SINCLAIR (Continued): 

Q@. Dr. Britnell, on page 17 of the mimeographed 
brief near the bottom of the page you state: 

"The west has developed on the basis of Crow's 

Nest rates and in reliance on their statutory 
stability." 
I.s it the view of the western provinces that they are defini- 
tely stating that the west would not have developed had 
the rates on grain to Fort William not been reduced by 
three cents per hundred pounds from the rate in existence 
in 18077 

A. I would say that you would have to go a little 
further than that, namely, that it was on the basis of 
Statutory control of rates and the assurance that gave at 
the beginning of the settlement process, that greatly 
encouraged and stimulated and fostered agricultural develop- 
ment in the area rather than the mere three cents. 

Q. I agree with the view that you expressed when you 
were here in November, I think it was, that the acreage in 
the west devoted to grain raising is stable and has been 
Stable for quite a number of years, 

Ae Yes, 

Q@. So that expansion of the western economy is not 
now something that need concern us? 

A. No. It is the consolidation. The problems have 
Shifted from problems of expansion to problems of conserva- 
tion and of consolidation. 

Q. Yes. That is, soil problems? 

A, Yes, and the whole range of sociological problems 
that arise from changes brought about through mechanization, 

Q. You are a keen student of the western agricultural 


mind, Dr. Britnell. 
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-19250- | Dr .Britnell 
Cr-ex 

A. Thank you, sir, 

Q. What would you say was the most important factor 
in the mind of the farmer dealing with his prosperity? 

A.,Would you just repeat the question? I am not quite 
Sure that I caught it correctly. 

Q. What would you Say would be the most important 
factor in the mind of the western farmerthat he would look 
to as assuring his prosperity? 

A. The price of wheat, 

Q. The price of wheat? 

A. Yes, 

Q. And what governs the price of wheat, Dr. Britnell? 
A. The world market, 

Q. And you would agree that there ane no two markets 

tn wheat, the world market and the domestic market? 

THE CHAIRMAN: Do you mean in Canada? 

MR. SINCLAIR: Yes, my lord. 

THE WITNESS: That is true under normal circumstances, 
It is made a little bit more complex by the present market 
contracts for Canadian wheat; but as a long-run proposition, 
yes. 

MR. SINCLAIR: Q. In the United States would you say 
there was # a world market and a domestic market .in 
wheat? 

A. Yes. I am inclined to think there would have to 
be a division, 

Q. Are they related one to the other? 

A. Very loosely, 

Q. Would you agree with this statement, that the only 
difference between the domestic market in wheat in the 
United States and the export market in wheat in the United 
States is the amount of government support to the farmer? 


A. Yes, 
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Q. Otherwise the situation is the Same as it is in 
Canada? 

Ae oo, on aki essentials; in general essentials. 

THE CHAIRMAN; When you Say the difference is the 
amount of government Support to the farmer, that means the 
amount which is on the domestic market or on the export market? 

MR. SINCLAIR: I say there are no two world markets, 
but that they look upon the Unitea States agricultural 
economy as something that must be maintained on a certain 
basis; and if the world market price does not enable that 
agricultural economy to be maintained on that basis, they 
subsidize it to an extent surficient to put it up to their 
parity, 

WITNESS: That is right. 

MR. SINCLAIR: Q. That is correct? 

Ay Thet is right, 

THE CHAIRMAN: You are speaking of what they are doing 
right now, are you? 

MR. SINCLAIR: Yes, my lord. 

Q. The Argentine market is part of the world market, 
is it not, Dr.Britnell? 

AGOY OS , 

Q And the Australian market is part of the world 
market? 

Au ites « 

Q. And the most important factor in determining the 
price of wheat in the world’ “°°is wheat in position in 
Europe? 

A, Yes, 

Q. On account of the particular and unusual economy 
followed by farmers in general you would agree, would you 
not, that they cannot quickly revert to some other type 


of endeavour? 
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A’. Yes, 

Q. And would you agree that that is a real advantage 
to the buyer of wheat, the Situation of the inability of 
the wheat farmer to revert to some other type of endeavour? 

A. It probably does help his position. 

@ And you would agree, I take it, that the buyers of 
wheat ere very Skillful traders? 


A, Yes, 


Q. And whether they are buying on a free market or 
buying through government contracts, the same skill in 
trading is exercised by the buyers? 

A. Yes. 

Q. I take it that you would feel that a strong position 
with regard to trading must at all times be maintained by 
the seller? 

A. Yes. 

Q. And if a strong position is not maintained, the 
buyer will take advantage in places where he ordinarily 
would not be able to do so? 

Ay Yes. 

Q. Suppose that, tomorrow, the price of wheat was 
known to be five cents under the price it is today. Do 
you think that the buyer in Europe would take advantage of 
five cents or would he take advantage of more than five 
cents? 

Ay Ifsthe pricéiof-wheat <-..? 

Q. If the price of wheat were known to be five cents 
lower tomorrow than it is today, do you think the buyer 
of wheat would take advantage in his offers of the five 
cents or would he take advantage of more than the five 
cents? 

A. It could only be five cents lower, by the inter- 
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é part of; that is, the buyer is not Somebody sitting back 
having no part in the establishment of the market price. He 
is a factor in that price. He is not viewing it from outside. 
The reduction would only come about through some action on 
the part of the buyer. 

Q. The buyer is very well informed as to the cost of 
production of grain in the various areas from which he is 
buying. Would you agree with that? 

A. I rather doubt whether he is well informed as to the 
cost of production, because every individual farmer has a 
different cost of production. He may have a rough, general 
1d6e or at. 

Or Yess 

A. The cost of production is one of these fighting 
concepts; it depends on where you draw the line and what 
you define as the cost of production. 

Q. Yes. 

A. I do not think that is a very large element in the 
buyer's calculations. 

QrotiG ASrnote 

A. No. 

Q. He is not concerned then, I take it, in your view, 
with the actual number of bushels produced at any given 
time? 

&. Oh, definitely. 

Q. He is not interested then in seeing to it that 
the price that he offers is sufficient to bring forth 
the amount of wheat that he requires to fulfil his 
committments? ; 

A. He might be, if he were one buyers; but there 
are many buyers in the market and they are all operating 
independently of each other. 
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A. To a very large extent, yes. 

Q. Have you made a Study ef the independence of the 
European buyers of grain? 

A. Not lately; but I have examined the Situation, 

I am always a little bit efraid of such questions as" Have 
you made a study of it?" I have ree published anything on 
it. I have read a good deal, 

Q@. You are fortunate that you have not published 
anything. 

A. Yes; I would that mine enemy would write a book. 

Q Yes. You would agree with me, would you not, that 
the buyers in Europe would exchange information as to the 
probable amounts of grain that would be available at any 
given time? 

A. There would be some exchange of information; but 
my impression of the buyers definitely is that they play 
their cards pretty close to their chests, and they are not 
likely to tip off the other buyers as to conditions, 

Q. Would you agree that, generally speaking, in the 
grain market it is a buyers' market? 

A. Today it is getting pretty close to it. 

Q. And that is the usual position, is it not? 

A. Unfortunately, that is more customary than 
the reverse, 

Q. Yes; it is only on rare occasions that it is a 
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A. Although again you are getting into the question of 
definitions, what is a buyers* market and what is a 
sellers' market. We know that we had a sellers! market here 
three or four years ago, That is pretty obvious. 

Q. I am talking about grain in Europe. 

Any SUGTIT. 1S ea little bit difficult to be sure that 
you have ot a buyers! market, 

Q. When you look at the farmer and his inability to 
change the type of production he is in, that assists you 
in determing what kind of market there is,usually? 

A. Of course, there are limits and there are qualifica- 
tions.éeven.to;that, 

Q. Could we not agree on this generality. 

Mr. MacPHERSON: Let him finish what he was going to 
say. 

THE WITNESS: What I had in mind there, Mr. Sinclair, 
was that he cannot change fron one week to the next. 

He can make some adjustment on the margin. For instance, 
in the park belt of the prairie provinces ~-- 

THE CHAIRMAN: Q, In the what? 

A. In the park belt of the prairie provinces which 
are suitable to a mixed agriculture, the price of wheat 
will have a good deal to do with whether, in this coming 
spring, the farmer seeds wheat or whether he seeds oats 
and barley and begins to divert at least part of his 
production to the raising of livestock. That is, you 
cannot generalize in terms, and say "the farmer” when 
you have somewhere between 200,000 and 450,000 farmers 
in the prairie provinces. 

Q. But is it not a good average statement to make, 
that, generally speaking, the buyer controls the market 
in regard to wheat? 

A. I would not want to go that far. 


Q. You would not? 
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A. No, I would not want to go that far. th onee 
are times when he does, 

Q. Most of the time? 

A. No. I would not want to Say that most of the time 
the buyer controls the market. JI think the general situa -~ 
tion is true, but that may be merely a western prejudices: i. 
that the buyer is generally in a stronger position than 
the seller, 

Q. And would you agree with me that the price he 
offers will be a price that will enable him to secure the 
amount of wheat necessary to supply his needs? 

A. Yes, in terms of his immediate needs. I do not 
think he plans deliberately -~ that is, on any five-year 
plan or any one-year plan - as to what he is going to 
take.n He pieks«it up here and he picks it up there, He 
picks it up this week; he picks it up at some other time, 
I think you are attributing to the buyer much more plan- 
ning that he actually carries out. 

Q. We now have government as the large buyer, have 
we not? 

Q. In some countries, yes. 

Q.In most countries; that is, importing countries, 

A. The large importers today tend to be governments. 

Q. Yes. And they are most interest in having 
available the amount of wheat that they require to fill 
their needs; and that will govern the price that they 
offer? 

He? XS 8: 

Q. If the price of grain was increased by, to adopt 
Mr. MacPherson's figure, an additional 20 cents a 
hundred on the average --- 


MR. MacPHERSON: The freight rate. 
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MR. SINCLAIR: Yes: pardon me. I meant the freight 
rate on grain. 

Q. If the freight rate on grain was increased, to 
adopt Mr. MacPherson's figure, on the average of 20 cents 
a hundred -- 

A. Todouble it. 

Q. --would you agree that that would make the buyer 
Praise his price? 

No; definitely not. 


It would not? 


> O PL 


No, 

Q. Suppose over a period of two years those farmers 
that can change - and you admitted to me that they could - 
went out of wheat production and therefore the amount of 
grain available to the buyer fell off, would he then 
increase it? 

Ae LT think the most likely thing is that he would not 
increase it at all but the farmer de teenie encouraged 
by what was going on in Canada, would increase his acreage, 
and correspondingly in Australia; and that the net position 
of Canada would be that She would lose part of the 
world market for wheat; because there are margins in 
those countries that can roll back and forth very easily 
in terms of production. 

Q. Would you not agree, therefore, that’ that would 
depend on the cost of production of wheat in Australia, 
the Argentine and the United States as compared with 
Canada? 

A. Yes; very largely. 

Q. And therefore that the total cost of production 
in Canada includes that segment of the whole between the 
country elevator and the lakehead terminal? 

A. Would you give me the question again? I am afraid 
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Q. One part of the cost of production in Canada 
includes that segment of the whole from the country 
elevator to the lakehead terminal? 

A. Yes, 

Q. Would it not follow therefore that today the 
buyer is securing the advantage of any low rate that may 
bevinéfrect' in that Segment of the total cost? 

A. I cannot follow that. 

Q@ You cannot follow that ? 

ASN, 

Q. In your first statement in your brief you said 
that the farrittook the world price less the transportation 
cost. Is that correct, 

Ay Lest 

Q. And as I understand it, you have receded from 
that position to put in the words "tends to take" 9? 

Aare thinks tf “you will notice the. evidence, you 
will find that I corrected the evidence at the time. 

Q@. Yes, 

A. To adopt the word "tends", 

Q. Yes. 

A. Because it is the sort of thing upon which you 
cannot be completely arbitrary. You have got a fluctuating 
market, wheat is produced all the year around, and the 
Situation changes very rapidly. 

Q. Then would you say that the farmer did not pay 
the transportation cost of grain to the market? 

A. I do not know whether there is ever a time when 
he does not pay it, but I will say this; in a period of a 
complete sellers' market his chance of being able to pass 
on part or all of the transportation costs is increased: 


Not that the farmer would look at it in that way. He 
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will respond in just the same way as the buyer does, He 
gets a chance to get a higher price and he takes Gen HS 
does not say, "I think I am going to add on twelve cents 
for freight, I have been paying the freight all these 
years, Now here is a golden opportunity to collect the 
freight this year." He does not reason in that way. 

Q. You would not agree, or would you, that in a 
complete buyers! market the buyer would hélp pay the trans- 
portation cost on the movement of the grain? 

A. Not unless the buyers! market were so complete that 
the price went to zero and the only way the buyer could get 
the wheat was by paying PPetene, 

Q. And when you use the term "zero" you are using a 
relative term; that means less than would maintain the 
farmer for the production of the grain. You do not mean 
"no cents"? 

A. I mean no cents per bushel, 

Q. That is your VOW. Gs) oe 2 

A. Yes. 

Q. Would you say that there was a buyers! market or 
a sellers! market during the latter part of the first world 
war? 

A. In the latter part of the first world war there 
was pretty close to a sellers' market, 

Q. Was it a complete sellers! market? 

A. No. I do not think it was complete, by any means. 

Q. Not by any means? 

A. No, 

THE CHAIRMAN: Pardon me, but are you referring to. the 
time when there were Selling boards and purchasing boards? 

THE WITNESS: I presume so. 

MR. SINCLAIR: Quite so, my lord, 


Q. The rates on grain to the lakehead went up. in 
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1918, 1919, anda 1920? 

A, Yes, 

Q. Did the farmer bear that increase in freight rates? 

A. I think I would answer that question in this way. 
His return was lowered; his net return was reduced by the 
amount of that increase, 

Q. Do you think you are helping me by that answer, 
Dr. Britnel)? 

Ay I hope so, sir, 

Q. You s®& the net, Dr. Britnell, or his return is 
Something deducted from the world price, That is what you 
mean, 13° it? 

A, Yes. 

Q. Yes, the world price. 

A. No; by net I mean that which he had left which he 
could call "net income". A farmer, after all, lives not 
out of his gross income. He lives out of his net income, 
what he has got left. 

Q. Yes. Could I call that farm income? 

A. I beg your pardon? 

@. Could I call it farm income? 

A. Well, farm income is a term that is applied 
that will do. 

Q. That will do? 

As Yes, 

Q.Was the farm income in western Canada reduced by 
the increase in the freight rates in 1918, 1919 and 1920? 

A. Definitely. 

Q. It was, And was it ruinous to western agriculture, 
and I use the term "ruinous" because I think you used it 
in your brief, 

A, Yes; that is true; 


Q. Was it ruinous to western agriculture? 
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A. Not in that period, Fortunately the period was 
very short. 

Q. Four years, 

A. Yes, four years, [I Should not say it was very 
Short, perhaps, I should like to amend that ana say 
"relatively short", 

Q. In the life of man, you mean? 

Yes, 
Because we all die, 


Exactly. 


PY OS YS 


Yes, 

A. AS I said, the western farmer survived. He is 
a pretty tough animal, 

Q. Is he? 

A. And he did survive. He was not completely ruined 
in those four years, By the use of the term "ruinous" 
here we are thinking of a situation where it might extend 
well beyond four years, as I presume it would if the 
C.P.R. had its way. 

Q. Would you think that if grain prices rose, there 
would be an expanding acreage of production? 

A, If grain prices rose? 

Q. If grain freleht rates rose; I am sorry, I meant 
grain freight rates, 

A. Grain freight rates? 

Q. Yes, 

A. If grain freight rates rose, whether there would be 
an expansion in Canada? | 

Q. Yes. A. No; the reverse, 

Q. You would say that? 

A, Yes, 

Q. Why was there not the reverse between the period 
1917 and 1921 when freight rates rose? 

A. For the simple reason that the price of wheat 
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A. For the simple reason that the price of wheat at 
that time was going up. At the present time you have only to 
look at the international wheat agreement to see the 
expectation of buyers and Sellers alike that the price 
will fall. That is, we are several years later in the 
cycle, 

Q. In the period 1917 to 1921 there was an increase 
of about five and a Quarter million acres in wheat Or ry 
land placed in wheat in Saskatchewan? 

A. Yes, 

Q. And that was during the period when these freight 
rates went up? 

A. Yes, 

THE CHAIRMAN: Pardon me, Mr, Sinclair, but what was 
the difference in the rates , between the Crow! Nest Rate? 
It may have been tola us, but I am not sure, 

MR, SINCLAIR: It went to 323 cents; 124 cents on the 
average, 

THE CHAIRMAN: Instead of 20 cents. 

MR SINCLAIR: Instead of 20 cents, it went to ~~ 323 cents, 

THE WITNESS: It is given on page 13, at the bottom 


of our printed brief, 


(Page 19265 follows) 
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WMR SINCLAIR: Q. The largest acreage in Sask- 
atchewan up until the time of 1921 was in 1921, when the 
rates on grain to lakehead on the average were 323¢ a 
hundred; correct? 

A. Yes. It was a very Short period of time, as you 
will notice. It was only from September 1920 to January 
1921, a matter of four months, that they were at that very 
high level. They were reduced shortly after that. 

Q. Down to 29¢? | 

A. Yes; but psychologically that was a trend in the 
right direction as far as “encouraging expansion of pro- 
duction in Western Canada was concerned. 

Q. Would it have a proper psychological trend if the 
rates were 29¢ now, Dr. Britnell? 

A. No, because that would be going up, and, as I say, 
also at a time when buyers and sellers slike expect the 
price of wheat to fall. We are a little later in the cycle, 
Mrs, Sinclair, 

Q. We can agree on this, though, I think, so we have 
one basis of agreement, that when the grain rates went up 
in that period it was not ruinous to western agriculture? 

BR, (OR AnO. 

Q. Now, have you made any study of the cost of produc- 
tion of wheat, for instance, in the year 1949 as compared to 
the year 1918 or 1920? 

A. Not exact studies, Studies of that sort are, as I 
think I explained in my brief last November, or in the 
examination, so extremely difficult because of the changes 
in technology that have taken place. 

Q. Some of the costs of the farmer have been falling 
im the last while rather substantially? 


A. Well, the price of gasoline is cheaper than it was 
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Q. I saw a statement--- 

A. Some other prices are, 

Q. I was wondering if you would agree that 
there was a Saving of $30 million in Western Canada in 
1949 on account of Gasoline; would -you agree’ With Dhat? 

A. I would want to TOOK Spode very carefully, because 
aN Leanso° dee ficult. There is a case right in’ point.” There 
Wes So much less gasoline used in 1918. The motive power 
of western farms was very largely horsepower, and you would 
have to know the relative cost of raising horses and of 
PeLsings oats to get it down. TI am extremely suspicious of 
any large general figure of that Sort. I would like to know 
what the man is out to Prove first, 

Q@. It would be Substantial, though; you would egree 
with that? 

He Yes, at would be substantial, no doubt. 

Q. <A substantial reductton? 

Ba Wes 2 

Qe wo “thet to date Tf take it you would agree that the 
farmer is able to bear a higher freight rate,if he does bear 
it, than he used to? 

ey POR. Ae: Merely on the basis of 9 change in the 
price of gasoline? No, because the problems of conservation 
in an economy that has now had virtually thirty years of Puls 
development since it reached the maximum or close to the 
maximum acreage, have also increased -- the problems of soil 
drifting, as you well know, and problems of that nature, 
Which call for rather more intensive and careful types of 
preparation. 

Q. Would you not agree with this, Dr, Britnell, that 
the western farmer today is in a better competitive position 
financially and has been for the last few years than ever 


before in his history? 
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A. I think he he 


Q. You only think that? 
a. Yes, 
Q. You don't know that? 

MR MACPHERSON: Let him finish, let him finish, 

THE WITNESS: Let me Say why. I think he is. 
Again, it is so difticult to evaluate, because in the period 
of the last World War and just following you hsd not 
finished or completed the process of Settlement; that ta 
you erga te difference between an expending economy and 3 
relatively mature sand Stable economy, which makes it a very 
Short period over which to say he is more prosperous today 
than he ever has been before, 

Q. Would “you think that the Canadian farmer is more 
prosperous than his American neighbour? 

A. I should doubt thet very much; I would not think SO, 

Q. You would not think so? 

A. No, I would not think so, 

Q. You would think the American farmer is more pros- 
perous? 

A. On balance, yes. That is a large term, of course, 
the American farmer versus the Canadien farmer. 

Q. All right, the American farmer growing wheat for 
export? 

A. Oh, but the average American farmer does not 
grow wheet for export. The American grain farmer even does 
not. 

THE CHAIRMAN: Q, You say the average American 
farmer does not what? 

A. Does not grow wheat for export. 

MR SINCLAIR: Q. But the price he receives for his 

Wheat is related to the export market? 
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Q. Government Subsidy aside? 

ARG Yes. 

Q. Now, would you think that the American farmer is 
more prosperous evenaside from the Government support pro- 
gramme than the Canadian farmer? 

A. Even including or even--- 

Q. Apart from? 

A. Apart from? I do not know, because I do not know 
how to evaluate that Government Support programme; that is, 
I do not know where he would be without it. That is my 
trouble, 

Q. Well, let us take the time before that Government 
Support programme was in force. Was the American «farmer 
then more prosperous than his Canadian neighbour? 

A.’ Yes, by and large; yes, definitely. 

Q. He pays higher freight rates for the movement of 
his grain, doesn't he? 

A, Yes, 

@. Substantiselly higher? 

A. Substantially higher, yes, 

Q. We have evidence on the record that we are unable 
to find any rate thet was low compared to C-nadian standards, 

irrespective of the haul to wter? 

A. Yes. 

Q. And you have not been able to find it? 

A. No. I assumed that I would not be able to. 

Q. So that when you pointed to the American farmer 
being fortunate by being close to water, that does not quite 
work out in regard to transportation charges, does it? 

A. No, no, not if both are raising wheat for export, 
but I have qualified that by pointing out the average farmer 
does not raise wheat for export, therefore freight rates are 


not enywhere nesr the seme part of his total cost; they do 
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not enter into his net income in the same way as they do 
in Canada. The comparison again is vitiated by the differ- 
ence in circumstances between the two countries. 

Q. That is your view, is it, that it is vitiatea? 

AoeOLes Bvnettiseit.. I presume thet is what you 
wanted. 

Qa OM. eyes. Il widl asi you this -- maybe it 
will be of some help: Coarse grain -- there is a consider- 
able production of coarse grain in Cansda? 

A homes 

Q. The coarse grain price is fixed at a price..st. Fort 
William; correct? 

A. Yes; 

Q@. Now, does the farmer on coarse grain -- we will 
take barley -- get the price at Fort William less the 
freight to Fort Willism? 

A. Does the farmer get the--- 

@. The price at Fort William less the freight to Fort 
William? 

Hey Les. 

Qe, Nowy itell me, if aefarmer: sells his grain and it 
is used in a feed lot at Moose Jaw, does he get a higher 
price? 

Aine Yess 

Q. He does? 

A, He will tend to get the difference between the 
freight at Moose Jaw -- the freight between Moose Jaw and 
Fort William or Port Arthur. 

Q. Is that your view? 

A. That would be my view. 

Q. If I em a farmer and I Rive at--- 

THE CHAIRMAN: Pardon me: a moment. That ought to 


be a matter of fact, actual fact. 
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MR SINCLAIR: TI am Suggesting to the witness 
thet--- 

THE WITNESS; Oh, wait ae minute. I am afraid 
that I have missed part of the question there. Would you 
mind going over that egain? I think that I was answering 
what I thought wes a different question, 

MR SINCLAIR: Well, we will have it read, 

THE REPORTER: "Now, tell me, if a farmer sells 
his grain and it is used in a feed lot at Moose Jaw, 
does he get a higher price?" 

A. Oh, no; the Moose Jaw price will be set by the 
Fort William price, 

Q@. If a farmer LiVvinevat Sintaluta, Saskatchewan, 
Grows barley, malting barley, and he Selle-.2t: ta.tne 

Regina Brewing Company, does he get a higher price than 
the man who sells the barley and its end use is export 
berley for overseas? 

A. Nothing more than the premium on malting barley. 

Q. Nothing more? 

A. vito, 

@. Dealing, Dr. Britnell, with the extension of the 
area to which the Crows Nest Pass rates apply, you said 
that it arose from competition and the necessity of 
evoiding discrimination; that is on pege 18, 

A. Which part is that, Mr. Sinclair? 

Q. Near the bottom of the page, 

A. Yes, 

Q. Now, would you agree with me, Dr. Britnell, as 
& student of freight rate problems, that an agreement 
maving Statutory effect cannot be used to measure the 
-reasonableness of another rate to support ea charge or 
complaint of unjust discrimination? 


MR MACPHERSON: That is surely a question of law. 
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THE WITNESS: That is a legal question, 

THE CHAIRMAN: What is this? 

MR MACPHERSON: Surely a question of law. 

THE WITNESS; I am afraid I cannot snswer thet, 
because I can see the legal--- 

MR SINCLAIR: Q. Assume that I correctly state 
the law--- 


MR MACPHERSON: Still it is 3 question of law, 


whether it is right or wrong, 


THE CHAIRMAN: What is it you are stating? 


MR SINCLAIR: I am Suggesting that in this brief 
he is saying that competition and the necessity of avoiding 
discrimination originally led to the extension of the 
Crows Nest Pass to new shipping points. 

THE CHAIRMAN: Well, what discrimination has the 
document in mind there? 

MR SINCLAIR: Q. What kind of discrimination did 
you have in mind, asks the Chairman, Dr. Britnell? 

A. Discrimination as between Shippers say at Swift 
Current as against Shippers let us say on the Empress Line 
at Success, a few miles away. 

Q. Maybe I can shorten it up by putting it this way: 
We would be in agreement, Dr. Britnell, that the extension 
of the Crows Nest Pass agreement prior to 1925 was a 
voluntary extension in so fer as it did take place; correct? 

A. That the extension of the--- 

Q. Of the area to which the Crows Nest rate applied 
prior to 1925 was a voluntary extension? 

THE CHAIRMAN: Volluntary on the part of the 
railway, you mean? 

MR SINCLAIR: Yes. 

THE WITNESS: Well, I do not know that any efforts 


were made by the Government to compel the railway, if you 
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mean voluntary in thst sense, 
MR SINCLAIR: Q. Or eny regulatory--- 

A. No, I do not know of any, so I presume the C.P.R. 
considered that part of the general background sand under- 
Standing of the sgreement. 

@. That is why you make the--- 

A. And the sensible thing to do in the circumstances. 

Q. Maybe it was that the grain rates during part of 
that period were compensatory, and they could afford to 
extend them; did that ever Suggest itself to you, Dr. 
Britnell? 

A. Well, certainly they were lucrative. 

~Q. I said compensatory; you want to make them lucrative, 
eh? 

A. They were certainly compensatory and lucrative, 

Q@. Didn't you agree with me this morning, Dr. Britnell, 
that in 1897 the rates in effect were reasonable? 

A. No. 

Q. You did not? Then were the rates in 1897 for the 
movement of grain, in your view and the view of the western 
provinces, unreasonable? 


A. Which rates, the rates before or after the adjust- 


ment? 
Q. Before. 
A. Before? 
Q. Yes. 
A. No; I think they were unreasonably high, 
Q. You think they were unreasonably high. Can you 


point to any case where any complaint was brought that the 


rates on grain were unreasonable? 


A. I am going by the fact, Mr. Sinclair, that Paerlia- 
ment reduced or managed to make an agreement ‘which reduced 


the rates, 
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Q. Does that prove that they were unreasonable? 

A. It does not prove that they are, but it is pretty 
good evidence, in my view again, in just my view, is pretty 
good evidence that there was 3 general feeling that the 
rates were too high. 

Q. Then you say three cents below a lucrative rate 
is a reasonable pete; Ls chet right? 

A. I think so -- three cents below a lucrative rate? 

OQ. Les. 

A. Well, the rate would still be lucrative. The 
record of C.P.R. dividends would seem to indicate after 
that time that it turned out to be 3 very lucrative rate 
even at that. 

Q. Can I follow that by taking your view thet the 
record of C.P.R. dividends on rail earnings today is 
evidence that the rates are too low? 

A. Oh, factors have become so much more complex since 
thet time -- very, very much more complex. ieee. Earn oars 
expanded its operations, and the problom of other income 


and verious other factors come in there. 


(Page 19273 follows) 
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Q I was talking about rail income. 

A 163. 

Q. Rail income. 

A Well. of course, I don't accept the distinction 
between the two. 

mero odor te . Now, at the bottom of page 19 
you are dealing with the very depressed state of Western 
agriculture during the 1930's, and I must just ask you 
to turn your mind to that, much as I hate to aleve ree 

A. *es, I know. 

2. Now, you point out, and presumably you find 
some comfort in it, that there wes no attempt by¥ the 
Western Provinces to have a reduction in Crow's Nest 
grain rates in the 1930's. 

A. Yes, we were ready to take the bitter with 
the sWeet. 

Q. I take it, Dr. Britnell, that it was your 
view that grain rates at the Crow's Nest level were 
unreasonably high during the 1930's? 

A. They were unreasonably high from the standpoint 
of the Western farmer, but, again, as we examined in 
the discussion this morning, there are two ways of 
sooking at reasonable from the Standpoint of leaving 
the farmer anything, ari in terms of the proportion of 
his total price of wheat which they took, that was 
calamitously high. From the Standpoint of the railway, 
the earnings of the railway showed that they were not 
unreasonably high. I would not say "show" but they tend 
to indicate (let us qualify that); they tend to indicate 
that they were probably not unreasonably high. 

Q.- So that you would not have felt that you could 


have made a case ent before the Board of Transport 
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Commissioners for a reduction in grain rates. 
A. Not before the Board of Transport Commissioners. 
Q. Your answer? 
A. No, not before the Board of Transport 
Commissioners. 
Q. Then there are economic factors in the situation, 
is that right? 
Aw Yess 
@. Well, do you not agree that the proper place 
to have those economic factors taken into account is in 
a subsidy to the industry if that is necessary? 
THE CHAIRMAN: Is where? 
MR. SINCLAIR: A subsidy to the industry. 
THE WITNESS: Well, in that particular case 
where the rates had been established under the Crow's 
Nest Pass rates, we did not ask for anything in Western 
Canada to be done to the railway rates. If we requ4red 
anything for our economic distress, we were prepared to 
seek it somewhere else. 
Q. Well, what difference is there in principle, 
Dr. Britnell, in looking for part of your assistance 
when you need it, than when you look for it all if you 
need “it? 
A. Well, there is this material difference. We 
are not asking that the Statute be interfered with in 
any way, and we are asking merely that the statutory 
rates put through in recognition of the railways as 
instruments of national policy, be left where they are; 
and if any adjustments in terms of national policy have 
to be made, then let them be made in a way which does not 


disturb the grain rates in Western Canada. 
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Q. Have you given any thought to this problem: 
if an investigation were made into whether grain rates 
in themselves were just and reasonable, what the result 
would be? 

A. I have given a good deal of thought to it, but 
the maze of facts is so complex that I find it very hard 
to visualize what the answer would be. 

Q. Do you think that a Study should be made by 
Some competent organization or body to find out? 

A. Whether the rates are - - 3 

Q In themselves are just and reasonable? 

As I-don't think it is necessary. 

Q yourdon! >? 

A No. 

THE CHAIRMAN: Pardon me, would you tell us 
what you would mean by "just and reasonable"? 

MR. SINCLAIR: I mean just and reasonable 
considered in accordance with the established principles 
of rate making. 

THE CHAIRMAN: That is, to the shipper? 

MR. SINCLAIR: And to the railways?. 

THE CHAIRMAN: To the consignees and to the 
railways. 

MR. SINCLAIR: That is right, my lord. I 
take Dr. Britnell's answer to mean that he does not think 
a study is worthwhile, and that must, I take LU eee tL 
the assumption that even if they were found to be 
unjust and unreasonable, that would not bother Saskatchewan. 

A. Unjust and unreasonable to everyone concerned? 

Q. To the railways, the shippers and the consignees. 


A. If they were found to be just and unreasonable-- 
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Q. Unjust and unreasonable. 

A. Unjust and unreasonable. As I said this morning, 
if they are below, taken along with other rates - - 

Q. No, no, I said in themselves. 

ee TwWellwwe want - = 

MR. MacPHERSON: Let the witness answer. 

MR. SINCLAIR: Mr. MacPherson, I am asking him 
to deal with grain rates by himself, and he is quite | 
competent to lc&k after himself. 

MR. MacPHERSON: I know he is quite competent, 
but when you proceed to interrupt him in the middle of 
an answer that he is giving, then as counsel I am going 
to see he has that opportunity. 

THE CHATRMAN: We had better hear the 
answer. If it does not respond to your question - 
what is your answer to that question? 

A. Well, I don't-like to go over ground that I 
did cover this morning, but I would like to say again 
that the West refuses to look at the grain rates alone; 
that they want to take the broad national approach, the 
overall picture. 

THE CHAIRMAN: Well, your Briefs here all 

make that very clear. 

i, SVVeos I think iso. 

THE CHAIRMAN: Now, Mr. Sinclair, do you 
find fault with that approach? 

MR. SINCLAIR: Quite so. I-*mean that is 
something for me to argue, my lord, I understand that, 
but I just want to point out just how far these witnesses 
are, £0ing dn this matter of grain rates. 

THE CHAIRMAN: Well, don't their Briefs show 
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MR. SINCLAIR: I think maybe Dr. Britnell has 
gone a little farther in a couple of cases. 

THE CHAIRMAN: The evidence is already’ in. 

MR. SINCLAIR: I quite understand that, my 
lord. We feel this is a tremendously important matter 
and we have to get the complete attitude of Dr. Britnell 
who has had many weeks in which to consult with the 
Governments and their technical advisers. 

THE CHAIRMAN: Well then, what is your immediate 
question? 

MR. SINCLAIR: I asked him to treat grain rates 
by themselves and look at them from a just and reasonable 
level to the railways along with other Shippers and 
consignees. He tells me that the West refuses to do that. 

Now, if I understand the position, the answer 
is that they want some special consideration in dealing 
with grain rates? 

A. No, I am afraid you are miSunderstanding my 
answer. 

MR. SINCLAIR: And that they are not 
prepared, Mr. Chairman (and this would be my argument) to 
look at grain rates on the merits, and that is the 
Position that I see from the evidence of the Prairie 
Provinces as put forth by Dr. Britnell. 

THE WITNESS: May I say something to that? 

THE CHAIRMAN: Yes, do you object to that? 

A. I object to that interpretation. I think our 


position does not arise from an obstinate perversity 


in error or in malice or anything else, that we refuse to 
look at this picture in this way. We say you cannot loo:k 


at this picture in terms of just grain rates; that since 
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the railways are instruments of national policy, were 
designed as instruments of national policy, then you 
cannot take grain rates out of the overall railway nictute . 
That is our position. 

THE CHAIRMAN: Do you take the opposite 
position, Mr. Sincl@ir, that national policy should not 
be looked at, that these rates should be dealt with 
Simply on the ordinary basis of the value of the service 
by the railway to the shipper? 

MR. SINCLAIR: Yes, my lord, my view on 
behalf of the Canadian Pacific - - 

THE CHAIRMAN: Having remained just and 
reasonable. We always come back to the shipper and to 
the railway and the consignee , and you can reach the 
consignee . 

MR. SINCLAIR: Yes, the position I take, 
my lord - - 

THE CHAIRMAN: That is to say, should be 
detached entirely from any wider consideration. 

MR. SINCLAIR: Well, my lord, there is always 
a relationship. 

THE CHAIRMAN; That is what Dr. Britnell 
says, you see. 

MR. SINCLAIR: There is always a relationship 
between the cents per hundred pound for the movement, 
between comparable commodities. I say that by fixing 
them by statute they must go out of relationship with 
other rates. 

THE CHAIRMAN: Well, that is a different 
thing. 

MR. SINCLAIR: I say that they should remain 


Oe Gare Abe 
tae foci 43 adnsiindent | aa. 


[ 


e 


Bia ae 


an thea tov asnsHiNt tet ee Beagids 


=P 


19878. - Dr. Britnell cr.ex 


in relationship and no particular or unusual condition 
Should surround the grain rates and the fixing of ‘erain 
Yates. 

THE CHAIRMAN: That is an argument against 
statutory rates only. 

MR. SINCLAIR: Quite so. 

THE CHAIRMAN: On principle. 

MR. SINCLAIR: That is right. I understood 
that is the difference. 

THE CHAIRMAN: That is right, I am not finding 
fault with you. I am just seeing where you are heading 
to. You have other grounds there too. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: In your Brief. 

MR. SINCLAIR: Oh, yes. 

THE CHAIRMAN: Pages 188 and 189. 

MR. SINCLAIR: I am just seating with Dr. 


| Britnel] on the first part of the Brief and that is 


the historical matters. 

THE CHAIRMAN: All right. 

MR. SINCLAIR: The basic proposition that we 
are putting forward of course is that national policy 
in relation to agriculture should not be allowed to 
maintain unjust and unreasonable rates for one segment 
of the traffic moving over the railway. 

THE CHAIRMAN: Yes, without compensation, 
is that what you say? And you say you don't want 
compensation. 


MR. SINCLAIR: We say, my lord, that the rates 


should be just and reasonable, and if the f.armers of 
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Western Canada require assistance, then they should get 
it from the Government if it is necessary in the national 
interest. 

THE CHAIRMAN: That the Government should not 
use railways to provide this assistance to the farmers 
and then compensate the railways? You say that is a false 
way of approaching it? 

MR. SINCLAIR: Ye®, we say it is an uneconomic 
way of dealing with the matter. 

THE CHAIRMAN; In other words, yo of course, 
are against the principle of the Maritime Freight Rates 
Act? 

MR. SINCLAIR: Oh, yes, we made that clear 
in our Brief, these rigidities in it and disabilities in 
it, that we therefore take the position that it should 
not be extended. I think that is all I have for Dr. 
Britnell, thank you. . 

THE CHAIRMAN; Now, there may be somebody 


else? Are there any other questions? 


RE-EXAMINATION BY MR. Mac PHERSON ; - 
ae tN. Mac PHERSON ; - 


Q. There are just two questions in re-examination 
then. Mr. Sinclair referred to the period from 1918-1921, 
a period when there was an increase in acreage in Western 
Canada. Do you have knowledge as to whether or not 
during that period there was any real production effort 
made on the part of the Governments, Federal and 
Provincial? 

A. That was a period where the Canadian Government 


was straining every nerve to maximize production. 
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Q. Do you remember Whether or not, for instance, 
in the Department of Indian Affairs and similar Federal 
Departments, acreage of land was brought under cultivation 
that had not been under cultivation before? 

Bee Les. 

Q. Now, I don't think we have on file a copy, 
my lord, of the actual agreement betwecn Her Majesty 
and the Canadian Pacific, the Crow's Nest agreement. 

I have a copy here, and I propose to have copies filed 
tomorrow, but in answer to questions this morning - - 
THE CHAIRMAN: Pardon me, Mr. MacPherson, 
have you with you the Act which validated it? 
MR. MacPHERSON: Yes, well, that Act, as 
a matter of fact is attached to the submission which 
was in this morning. That is right there, my lord, but 
this is the actual agreement. 


THE CHAIRMAN: The agreement itself. 


(Page 19281 follows) 
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MR MACPHERSON: Q. This morning Mr. Sinclair 
asked you whether or not st the time this contract was 
entered into there was any contemplation of 3 Board of 
Transport or Board of R-ilway Commissioners or anything of 
that nature. Now I want to refer you to the ninth pera- 
graph in the agreement, the actual agreement... at is not 
in the statute, my lord. 

Be No, it is not in the statute, 

MR MACPHERSON: This is the agreement, and I 
Wore preety end I will file copies of the agreement -: 4 
tomorrow. 

"That so soon as the said railway is opened for 

traffic to Kootenay Lake, the local rates and tolls 

on the railway and on any other railway used in connec- 
tion therewith and now or hereafter owned or leased by 
or operated on account of the Company south of the 
Company's main line in British Columbia, as well as 

the rates and tolls between any point on eny such line 


or lines of railway and any point on the main line of 


the Company throughout Canada, or any other railway owned 


or leased by or operated on account of the Company, 
including its lines of steamers in British Columbia, 
Shall be first approved by the Governor in Council or by 
8 Railwey Commission, if and when such Commission is 
established by law, and shall eat all times thereafter 
end from time to time be subject to revision and control 
in the manner seforesaid." 
It is in the statute too. I was referring to the 
agreement, but it is also (c), es Mr. Frawley points out, 


Of the stetute itself. 


@. In any event, at that time there was in contemplation 


the establishment of the Railway Commission, which was not 


established until 1903? 
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AS * Yes; 

Q. And that agreement was the same agreement which 
provided in clause 11 for the reduction in grain rates to 
which we referred this morning? 

Ae Ves, 

Q. And to the fact thet they were to remain in force 
in perpetuity? 

A, VYes', 


Q. Thank you, 


q HU_ HARRIES, Called, 

MR FRAWLEY: Mr, Herries, my LOray WELD Ppt 
into evidence Part II of the brief, which begins at page 21, 

MR SINCLAIR: Are you using the mimeographed 
brief, Mr, Frawley? 

MR FRAWLEY: Yes, This Section “ofmthe brief, my 
lord, runs to something under ten pages. 

THE CHAIRMAN: You are talking of the typewritten 
brief? 

MR FRAWLEY: Yes, the mimeographed section, Part 


IT, beginning on pege el. 


EXAMINED BY MR FRAWLEY: 

Q. Mr, Herries, you are responsible for Part II of 
this joint interprovincial brief? 

ie LER 

Q. Joint submission. Will you please proceed to put 
it into the record by reading it? 

A, PART II 

ECONOMIC IMPLICATIONS OF THE CROW'S NEST 
PASS GRAIN RATES 


Pert I of this Submission has analyzed certain 
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historical aspects of the Crow's Nest Pass Agreement and 
Rates, In that Part it Was pointed out thet the Crow's Nest 
Agreement was one of the important elements of the National 
Policy and that it remains today inextricably bound up with 
other elements of that same policy including the teriff, 
east-west trade, and the development of the prairie economy. 
In this Part we are concerned with certain erguments which 
seek to prove that altered conditions no longer find the 
Crow's Nest grain rates 3 Suitable means for serving the 
ends of National Policy. In particular the disabilities 
allegedly resulting from these statutory rates will be 
analyzed. 

One of the issues which has been raised by the 
Opponents of the Crow's Nest rates concerns their removal 
from the jurisdiction of the Board of Transport Commissioners. 
It has been argued that it is not only wrong in principle but 
detrimental to sound rate-making and to the efficient 
operation of 2 railway undertaking to remove from the juris- 
diction of the Board 3 part of the rate structure, 

That argument is to be found at pege 152 of Part 
I of the Canadian Pacific R ilway's submission. 

It can be agreed thet railway rate control in 
Canada has been directed to the prescription of certain 
minimum ee rant ga st and reasonable rates. 

MR FRAWLEY: Will your lordship notice that change 
-- "minimum requirements for just and reasonable rates," 

THE CHAIRMAN: Instead of "conditions of", 

MR FRAWLEY: Yes. 

THE WITNESS: Here I would wish to refer the Com- 
mission to page 13192 of volume 63 of the transcript, where--- 

THE CHAIRMAN: Q. Volume 63, page what? 

A. 13192, where Mr, Evans said, among other things: 


- our rates having had the approval as.to the 
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standard rates under Section 330 ere, prima 
facie, just and reasonable rates," 

MR SINCLAIR: Once again, Mr. Chairman, I thought 

we were dealing with grain rates, I ssid this morning, 

and I think it is very clear, that in regard to these grain 
rates the Conadian Pacific's view, and the position that 
they are putting forward, is that we would make our applica- 
tion to the Board snd the Board would first approve, and we 
are not dealing with them in the ordinary commodity rate 
Sense at all. Theat was made very clear, 

THE CHAIRMAN: Well, you have said in your brief--- 

MR SINCLAIR: And you asked for clarification, 
my lord, and we gave it to you. 

THE CHAIRMAN: We had better see what it is again, 
What page is it on? 

MR SINCLAIR: Page 189, my lord, of Part I. The 
paragraph reads: 

"Before fixing the rates on grain end grain 
products in Western Canada, Canadian Pacific would 
expect a most thorough and detailed study by the Board. 
In developing the cost of handling grain in Western 
Canada Canadian Pacific has voluminous working papers. 
These can be made available to the Commission if 
desired, and of course, would be available to the Board 
on any study that they may undertake." 

THE CHAIRMAN: Does that not have in mind, though, 

a study by the Bosrd as to costs only? 

ME O.LNCLAIR': Yes, that is right. To fix the qua 
end reasonable level of grain rates the company is taking 
the position that the Board would make a study into the 
cost of moving grain, and that--- 

THE CHAIRMAN: In order to provide you with what 


you call a compensatory rete. 
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MR SINCLAIR: Yes, and to give us Something over 
that, 

THE CHAIRMAN: That is, the Board then 
would not have any of the discretion which of course 
Parliament has, to consider national and economic matters 
that might be necessary to consider, 

MR SINCLAIR: [In fixing the rate? 

THE CHAIRMAN: Yes, 

MR SINCLAIR: Oh, they would not give reflection 
to that. ; 

THE CHAIRMAN: That ig what I say. The rates at 
present sre controlled by Parliament, and you would take 
them down to the Board snd the Board would have to consider 
these rates just on the cost basis, 

MR SINCLAIR: Yes. of course, my lord, it would 
80 on this basis, that the railway would make an application 
to the Board to fix a rate on grain, and in support of it 
they would bring forth some evidence as to cost, because 
the rate that they would propose would be a rate that would 
cover their cost of movement plus something to other expenses, 
Now, exactly how much more than the cost they would ask for 
would be in exercise of their Judgment as to what deterrent 
there would be on the free movement of grain by fixing a 
rate at a certain level, 

THE CHAIRMAN: I see you put one limit on your- 
Selves there, where you Say that Cansdian Pecific would not 
expect nor would they ask for rates as high es obtain in 
Western United States. 

MR SINCLAIR: Oh, no, 

THE CHAIRMAN: For the same or similar distances. 

MR SINCLAIR: No. 

THE CHAIRMAN: You put thet limit on yourselves. 


Well, that is your machinery, anyhow. 
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MR SINCLAIR: But the point I make to Mr. Frawley 
is--- 

THE CHAIRMAN: [I understand; that is part and 
parcel of your case. You S3y, now, let the Board determine 
these rates on this what you might call technical basis, 
and then if in addition to that nationel policy requires 
that some reliefbe given, that would be given to the 
producers and not to the railways. That is your whole 
DOLLOY.» 

MR SINCLAIR: Yes, 


COMMISSIONER INNIS: And Mr. Evens made some state- 
ment to the effect that he was Opposed to any flexibility of 
rates, because one could think of a Situation of a large 
crop with high prices or a situation of a low crop and low 
prices, in which presumably the burden of the rates would 
vary greatly; but you ere not willing to recognize that sort 
of situation. 

MR SINCLAIR: Well, if the Board took into secount 
the negd to move the crop freely -- and I think it must take 
that into account -- and the rate wa~ acting as a deterrent 
on that movement, on account of some fluctuation in price, 
Pevettinis, I think thet they could quite properly do it, 
but not other than thet. Other than that, our position is 
that is is a matter for Parliament, if one segment of the 
economy requires some special assistance, and that they 
Should not get that assistance at the expense of either the 
Shippers or the railways. But the major point that I wish 
to make right at the moment is that, while we expect a 
commodity rate on grain and would apply for a commodity 
rate on grain, it would be a commodity rate that would be 
first approved by the Board, and the Board would have com- 
plete control over that commodity rate, and it does not come 


into that aspect of a commodity rate that Mr. Frawley is 
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now discussing with Mr, Harries. I thought thet might be 
helpful and might clear things up. 

THE WITNESS: If fT may Say 3a word, sir, the 
reason that we gave the reference there was to qualify 
the statement that we had made that it wes the prescription 
of certain minimum requirements. Now, it was not with 
grain rates in mind st all that we were making this parti- 
cular reference; it was Simply to indicate the kind of 
approach the Board of Transport Commissioners made to 
this problem of just and reasonable, with rates in 
Beneral, That was’ the only reason for bringing tt" inva 
this point. 

MR SINCLAIR: Q. It does not apply to grain rates? 

A. Inasmuch es they ere one of the rates that in your 
submission would be under control of the Board of Transport 
Commissioners, it would, I should think. 

MR FRAWLEY: At page 13192 of volume 63 Mr, 

Evans said: 

"Now then, on this matter my submission would be, and 

I would like perhaps at some time later to develop 

this, but I think the point ought to be made that our 
rates having had the epproval as to the standard rates 
under Section 330 are, prime facie, just and reasonable 
rates." 

Now, my short answer to what Mr. Sinclair has 
been saying, my lord, is that I know of no instance at all 
under the Ruilway Act, I know of no provision under the 
Reilway Act, whereby the Canadian Pacific makes an applica- 
tion to the Board to fix a just and reasonable rate. Now, 
that is a totally new concept, and we argued this 311. out 
at the time that this position was taken before, and I said 
there would have to be an amendment to the Act, and perhaps 


there could be an amendment to the Act, and perhaps the 
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Canadian Pacific woulda 60 so far as to say, Well, if therve 
needs to be an amendment to the Act we will make one, but 
we want to assure the people of Western Canada that we 

Will have this rate fixed by the Board. They won't be left 
entirely to the mercy of the Canadian Pacific. We will 

ask the Board to fix 4 just and reasonable PACS. And, as 
I say, without Stopping to ergue it out now, I Simply say 
that at the moment there is no such machinery under the 
Statute at all. 

MR SINCLAIR: That is part of our submission. 

THE CHAIRMAN: Mr, Evans said that he would agree 
to legislation being necessary. 

MR SINCLAIR: That is part of our Submission, in 
this respect, that there would be that condition. Now, I 
do not know why my friend is tryinig to find some comfort 
in something else, Our position is clear on the record, 

MR MACPHERSON: Are we to understand from what 
Mr, Sinclair hag now Salad that to some degree the Board 
of Transport shell be a planning board in respect of grain? 

MR SINCLAIR: Here again, I do not know why my 
friend Mr, MacPherson says things like that. We are defin- 
itely on record that we do not want the Board of Transport 
Commissioners to be 5 planning board, 

MR FRAWLEY: You may not want them to be, but you 
ére going to make them that -- make this application to them, 
Nothing is clesrer than that, surely. 

MR SINCLAIR: If Mr. Frawley wants to argue this 
point now, I will be very glad to do it. I just thought 
that it would assist him, but epparently he does not want to 
be assisted, to have the position of the Cenadian Pecific 
Clearly stated, so that there would not be s waste of time, 

MR FRAWLEY: Well, if it is clearly stated, you are 


not stating it very clearly, so it is no assistance to me at 
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Sa ly 

MR SINCLAIR: It ig very hard for Mr. Frawley to 
understand, 

MR FRAWLEY: Q, Now, Mr. Harries, will you get 
on, please? 

That is a11 I want to Say at the moment about it, 
my lord, 

Now, Mr. Harries, will you go ahead? 

A. The procedure adopted in 1903, when the Board of 
Transport Commissioners was formed, remains Substantially un- 
altered and establishes only the maximum rate schedules. 
This has permitted the railways to fix many rates at a level 
below the approved maxima. 

There are two references I would like “to make 
here. First of all, with regard to the first pert of that 
Statement, about the procedure adopted in 1903, volume I 
of the Canadian Pacific submission, at page 144, states 
that: since the first Canadian Railway Act regulation. has 
not basically altered. That is ‘paraphrasing it; that 
teenou quoving tt; 

Q. The actual words sre: 

"Since the first Canadian Railway Act, regulation 
of Canadian railways has not basically altered, 
although the trend until about twenty-five years ago, 
was one of expanding government control. Since 1925 
there have been no major extensions of Government 
regulation of railways in Canada; nor, however, has 
there been any major diminution of the amount of 
control exercised." 

A. Then with regard to the last sentence, the level 
below the approved maxim, Mr. Jefferson said, at page 
16110 of volume 81 of the record, that the volume of traffic 


moving at standard mileage rates in Canada is less than 
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five per cent. 


The railways have enjoyed a wide latitude in their 

rate-making power. As 3 consequence, for the past fifty years-- 

THE CHAIRMAN: Q. How did Mr. Jefferson express 

himself at that time? Would you please read it to me again? 

A. "The volume of traffic moving at standard mileage 

rates between points in Canada is less than 5 per cent." 

Q@. Oh, yes, the volume moving. 

Ae Yes, sir. 

The railways have enjoyed a wide letitude in their 
rate-making power. As 3 consequence, for the past fifty years 
a large segment of the rate structure has virtually been 
removed from the jurisdiction of the Board. 

MR FRAWLEY: Might I interrupt the witness just to 

put that reference clearly and fully on the record?) At -page-as 

MR SINCLAIR: What has it to do with grain rates? 

MR FRAWLEY: At page 16110 of volume 81 Mr. Jeffer- 

son said: 

"A. No, sir. We have already said that the volume 
of traffic moving at standard mileage rates between 
points in Canada is less than 5 per cent. 

Q. That is right. That is the over-all picture? 

AD Yee, Sire 
Q@. All right, Mr. Harries. 

A. Then, commenting upon that last statement, I would 
like to refer to volume 17, page 3265, of the transcript, 
Where a letter from the Secretary of the Board of Transport 
Commissioners was placed on the record by Mr. Brazier. One 
part of the letter says as follows: 

"The Board's powers are necessarily limited to questions 

of unjust discrimination in regard to competitive 

rates and not as to the reasonableness of the rates." 


Except for the approved maxima this segment has 
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been under the direct control of the railways. Talk of 3 
wrong principle cannot be entertained especially when such 
talk stems from railways vociferous in demanding wide rate- 
making power for themselves, 

It is agreed thst the Board of Transport Commis- 
Sioners is not today, end Should not be made, s National 
Planning Board. Indeed, it is apparent from certain 
Statutes and decisions that the functions of the Board do 
not include economic planning and resource development. 

The significance of this cannot be overlooked as far as the 
statutory rates on grain are concerned, 

As to the reference to certain statutes, I would 
refer to the Maritime Freight Rates Act as an example, and 
as to decisions, the citation in footnote 2 is incorrect, 

It should read Fraser Valley-Surrey Farmers Co-Operative 
Association v. C.P.R. and C.N.R., 1935, and it is found in 
43°C.R.C. 973 also there is a quote from that decision, 

from pages 121 and 122 of the decision on the present record 
at page 10%91 of volume 55. 

MR FRAWLEY: Let us be sure now of that correction, 
The name of the case, my lord, is Fraser Valley-Surrey Farmers 
Co-Operative Association v. CU, Pah. and CN. Rsk sand oie you 
Will just be good enough to strike out the citation there, 
the citation is 1935, 43 Canadian Railway Cases, page 97. 

THE WITNESS: The production and marketing of grain 
in Western Canada is of crucial importance to regional ond 
nationel welfare, as Part I of this Submission has indicated, 
It is of such importance that the economic policy applicable 
thereto has been the direct and continuing concern of the 
Netional Government. 

I would like to refer there to chapter 3 of the 
book of the Rowell-Sirois Report, and also to a part of 3 


Sentence which occurs in P.C. 886 of 1925, where it is 
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stated: 


"The Committee are further of the opinion that 
as the production and export of grain end flour forms one 
of the chief assets of the Dominion. . ." 

THE CHAIRMAN: Q. Where is that? 

A, OThet ris (PC, 886, sir, 

MR FRAWLEY: It is Exhibit 134, sir, in this case, 
end Mr. Herries is referring to the recitals. 

THE CHAIRMAN: You are referring to two things. 
First, the Sirois Report, what volume? 

MR FRAWLEY: The reference there, sir, is Book foe 
chapter 3. 

MR O'DONNELL: What page? 

THE WITNESS; It is at page 66 of book eee 

THE CHAIRMAN: Then what is the other reference? 

MR FRAWLEY: I would like to get the other refer- 
ence actually and read it to you, sir. It is on peg3 +3 of 
Exhibit 134, which is P.C. 886, of the 5th June, 1925. It 
is the Order in Council which set up the General Investigation 
of 1925-27, and the peragraph to which the witness is calling 
attention--- 

THE CHAIRMAN: You mean a freight rate revision, do 
you? 

MR FRAWLEY: It is the General Freight Rate Revision 
of 1925-27. 

Me -OFDONNELE: 17 J .0.R & Rs; page 3. 

MR FRAWLEY: It is an Order in Council with 
directions to the Board, but it was quite a long Order in 
Council, and the paragraph to which we sare calling attention 
is at the bottom of page 3 of the mimeographed copy which has 
Deen put in as Exhibit 134. It reads: 

"The Committee are further of the opinion that as 


the production and export of grain and flour forms one 
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of the chief assets of the Dominion, and in order to 
encourage the further development of the great grain 
growing Provinces of the West, on which development 
the future of Canada in large measure depends, it is 
desirable that the maximum cost of the transportation 
of these products should be determined and known, and 
therefore are of Opinion that the maximum established 
for rates on grain and flour, as at present in force 
under the Crow's Nest Pass Agreementshould not be 
exceeded." 

THE CHAIRMAN: Mr, Frawley, we will adjourn for 


a few minutes. 
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--After recess, 

MR. FRAWLEY: Q. Yes, Mr. Harries, you were at page 22, 
A. Continuing the brief; 

The transportation charges on grain, as part of the 
marketing problem, are an integral part of such economic 
bolicy sand .~-~ | 

THE CHAIRMAN: Where is this? 

MR. FRAWLEY: The second paragraph on page 22, 

THE CHAIRMAN; Page 22? 

MR. FRAWLEY; The end of the paragraph,my lord. 

Q. Will you go on from where you left off,Mr.Harries? 

A,aios. TO continue: 

-- have been, and continue to be, positively 
integrated with the other elements of such policy, 

Direct government action aimed at implementing broad 
national policies cannot be circumscribed by the demand to 
have segments of that policy determined by an appointed 
tribunal unless it can be conclusively demonstrated that 
in the absence of such delegation the efficiency of the 
tribunal itself is seriously impaired. 

Then if I may, sir, I should like to take the next 
two paragraphs or the next three paragraphs as read. They 
deal with land-grant rates. 


" segment” is used 


THE CHAIRMAN:Q, I see that the word 
here The railways say that these rates are a segment of 
the whole rate structure, and you say that they are also a 
Segment of the national policy. Is that right? 

ASM d= BP Wa Be 

-- The paragraphs referred to are as follows: 

Before discussing arguments which seek to show that 

in the absence of a delegation of power such as that 


already referred to, the Board is unable satisfactorily to 


perform its functions, there is ane other matter dealing with 
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the general principele which Should be mentioned. In support 
of the attack upon the principle of removing from the 
jurisdiction of the board a Segment of the rate structure, 
the experience in the United States with the so-called 
land-grant rates has been put forward, Indeed, it has been 
Suggested that the inherent wrong of having certain rates 
removed from the control of the administrative tribunal was 
recognized by the United States Congress when the Statutory 
reduction resulting from the land-grant provisions in the 
Interstate Commerce Act was repealed in 1945, (3) 

The reasons for repealing the land-grant rate provisions 
in the United States do not Support any argument about in- 
correct principles. These rates were altered for very 
practical reasons, not on a consideration of principle. The 
primary reason for repealing the land-grant rates was that 
Congress considered that they had served their intended 
purpose, Secondary reasons such as the ever increasing 
extent of government traffic, the practical difficulties of 
determining land-grant reductions, the discrimination created 
between different government contractors and the discrimina- 
tion created between different railways were also of impor- 
tance. 

While these reasons may have been good and sufficient 
in the United States, they have no relevance to the Canadian 
Situation, Land-grant rates may have served their purpose in 
the United States, but the same cannot be said of the Crow's 
Nest grain rates, 

MR. FRAWLEY: Q. Then we are at page 23. 

A. A, The beginning of the third paragraph. 

Q. Beginning with "The necessity"? 

A. Yes, 

Q. Before we leave that word "segment" -- 

THE CHAIRMAN: I think it is a very useful word. 
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MR, FRAWLEY: Q. Before we leave that word "segment", 
I want to know if there is any difference in the use which 
is made of it in your brief and the way in which the 
railways make use of it in speaking of a segment of the 
rate, 

A. I am not sure that it is the same segment. We are 
talking of transportation costs as one segment of the 
economic policy which must be dealt with in connection 
with the marketing of grain. They speak about land-grant 
rates aS a Segment of the rate structure, as I understand it, 

Q. You are going now to what page of your brief, did 
you say? 

A. To page 2%, the beginning of the third paragraph: 

The necessity for statutory grain rates is as strong, 
if not stronger today than it was when they were originally 
implemented. It has frequently been pointed out that the 
basic agricultural problem in WeS8tern Canada results from 
instability and a one-crop dependence. When the national 
economy had a tendency to flexibility, in the sense that 
institutional rigidities were of minor importance, the 
economic burden of the western grain producer was much 
less acute than it is today. All the major aspects of our 
economy with the notable esception of agriculture are 
now predominantly rigid. 

May I say that the rigidity which is present in menu- 
facturing industries particularly I think is apparent; but 
to some extent the other basic industries such as 
lumbering and mining are not as absolutely rigid as 
the general manufacturing industries, for instance, and 
to that extent the last sentence would be qualified. 

The implications of rigidity for the western farm 
@economy are highly significant. The prairie farmer com- 
‘peting in the world market is the first to feel the 


impact of income reduction. 
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At the same time the costs 
of the things which he purchases are the last to decline, 
A national economy relying to an important extent upon 
agriculture as it did in the late nineties, exhibits a 
tendency to sympathize with agricultural welfare, Today 
that is not the case, Production instabilities due to 
drought and other physical factors, and precipitous price 
Changes, do not find a Sympathetic reaction in the non- 
agricultural segments of the economy. 

There is an index of farm and non-farm Product prices 
which would I think bear out the Statement that there is 
a rigidity in othe non-agricultural segment and a lack of 
Sympathy lately with the price movements in the agricultural 
Segment. Taking an index which has Been constructed on 
a 1926 base, you find that up to about 1920 the index of 
farm Prices and non-farm prices moved in Sympathy one with 
the other; but since 1920 there have been three periods 
in which the non-farm price has mot shown what I would call 
& sympathy with the farm price. In 1923, for instance, there 
was quite a precipitous decline in the farm pricess726 
again reached bottom in 1932 and again’ in .t9S0. Fin. 644% 
those instances when farm prices went down, the non-farm 
prices went down slightly or in one case they actually 
increased; so thet, as I Ssay,in that period before 1920 you 
find a sympathetic reaction in price changes in the general 
economy which is lacking under today's circumstances. 

THE CHAIRMAN; #1l this is in addition to the brief, 
towit? 

MR. FRAWLEY: Yes. I should like to file this price 
index as an exhibit. We only recently acquired this 
exhibit. It is a graph, and we shall have the required number 
of copies made. I should be glad if the Commission would 


be good enough to give it the next exhibit number which 
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I understand is 260. We will Supply the Commission with 
the required number of copies, 

THE CHAIRMAN: What exhibit will that be? 

MR. FRAWLEY: Exhibit 260, I am told. 

THE CHAIRMAN: What is it, or how will it be described? 

THE WITNESS: The heading tells that, I think, 

MR. FRAWLEY: It is index Ne. 5 farm and non farm 
prices, 1890 to 1948, on a 1926 base. 

EXHIBIT 260: Filed by Mr. Frawley: Index of farm 

and non farm prices, 
1890 to 1928, on a 
1926 base, 

MR, FRAWLEY: I may say that this graph was prepared by 
Dr. E.C. Hope of the Canadian Federation of Agriculture in 
January of 1949, 

Q. All right, Mr. Herries. 

A. There is also one comment which I should like to 
make in connmection with this rigidity. I think "rigidity" 
probably is a poor word to use, because there is nothing 
more rigid than a statutory rate. But the a eseate of resistance 
to price decreases in time of decreasing economic activity; 
and for that reason the rigidity which we talk of in grain 
rates is la sort of rigidity at the average: and that is 
I think the thing which we are after in connection with the 
Statutory control of grain rates. 

I shall now continue with the brief. 
Q@. You are reading now from the top of page 24? 
ares, I continue: 

It has frequently been pointed out that the burden of 
freight rates varies in different sections of Canada, There 
are a number of reasons for this, Important among these 
are the differing competitive conditions which exist. 

As is well known, the railways in eastern Canada have ea 
maximum placed on many of their charges by the operation 
of water’ and truck competition. For fifty years the 


effects of water competition, and lately of truck competition, 
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effects of water competition, and later of truck competitinn, 
have been extensive and have served to reduce many of the 
rates to something much less than the normal tolls. These 
competitive rates make a smaller contribution to railway 
costs than the normal tolls would make, 

And here I would refer the Commission -- 

THE CHAIRMAN: Q. When you say "normal tolls", do you 
mean the standard rates? 

A Yes, or the non-competitive rates which would arply 
in their absence, 

Q. The standard rates, we are told, account for less 
than five percent of the total traffic. You would not call 
them normal tolls then, would you? 

A, I think the better word than "normal" woulda be 
"non-competitive tolls" which would include standard and 
the non-competitive commodity rates, 

In the C.P.R. submission, Volume 1, at pege Loo. - 

THE CHAIRMAN: This is another diversion from the 
Beet. 25 4¢? 

MR, FRAWLEY: Yes, my lord. 

THE CHAIRMAN: What he is abou to say? 

MR. FRAWLEY: Yes. What the witness is now referring to 
is page 199 of Part I of the Canadian Pacific brief. 

Q. Will you continue, Mr. Harries? 

A. They point out that the annual deficit incurred by 
the government from 1939 to 1948 in the operation of 
canals was $13,808,657. I just put that in there to 
indicate that the maximum which is placed on many of the 
railway charges in eastern Canada is affected by that 
government expenditure. Then there is also the fact that 
must be kept in mind here that the effects of water-borne 
competition are spread very generally throughout eastern 


Canada and are not confined to places in which there is 
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water competition, 
THE CHAIRMAN: Q. We had all ‘that, 
A. Yes, To continue: 


The Crow's Nest grain rates in western Canada 


ment to compensate the prairie region in some measure for 

the lack of competitive transport, Given & complete equaliza- 
tion of standara and non-competitive rates there woulda still 

be a substantial difference in the mile for mile charges paid by 
by traffic in the various sections of Canada, 

MR, FRAWLEY: Q@. I would ask your lordship to notice 
the change that has been made; "mile per mile" should be 
"mile for mile". Will you continue, wr. Harries? 

THE WITNESS: Yes, 

Any determination of whether grain rates should 
remain Statutory must take cognizance of this fact. 

Although it has been Suggested (4) that statutory 
rates insinuate themselves beyond the intention of the 
Statute, this cannot be a serious impediment , 

MR. FRAWLEY: Let me Stop you there, Mr, Harries, 

Did your lordship wish to ask a question? 

THE CHAIRMAN: It is alirient. © was just wondering 
whether you could imagine water competition ell the wey 
through the prairies, and if it existed, what would the 
railway rates be, and so on. But that is an undue 
intrusion of imagination. 

MR. SINCLAIR: Maybe it would help if I suggested 
that where there is water competition, the rate 
for a thousand miles from Fort William castbound could be 
yery usefully provided, along with the rate for a thousand 
Miles on the Crow's Nest rate, 

MR. FRAWLEY: How ig it from the bay ports or what 
YOu call your at and east rates? 


4) Ibid Page 159 
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THE CHAIRMAN: Pardon me, but you are alking about 
rates on grain? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: That Operate when water does not operate? 

MR, SINCLAIR: I will take the rate that ig operating 
even when water is there, | 

THE CHAIRMAN: Very well, 

THE WITNESS: I was referring here not to the rates 
which apply on ereainoin the presence of water competition but 
to the fact that water competition keeps all rates down; 
in particular rates in Bastern Canada, Tf you did get an 
equalization such ag was proposed by Alberta, for instance, 


where you had no equalization in the competitive rates, you 


would still have a very large difference in the mile for mile 


rates which apply because of the existence of that competition, 
To continue: Although it has been Suggested (4) 

that Statutory rates insinuate themselves beyond the intention 

of the Statute, this cannot be a serious impediment, Dietie 

alleged that bran énd middlings and other by-products of the 

milling industry are carried at Crow's Nest Pass rates 

because of the Statute. This is a half-truth, They are 

Carried at the same rate a8 grain or flour because of the 

milling-in-transit privilege. The Statute established the 

maximum rates on grain and flour, but the milling-in-transit 

Privilege determines the relationship between grain and flour, 
and milling by-products, The cost of extending the 

Crow's Nest Pass rates to such things as brewers! and 

distillers' drieg grain and beet pulp residue is infinitesimal, 
I mention these things because they were mentioned in 


me C.PR, brief, 


(Page 19308 follows) 
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At this point I would like to refer to page 18082 of 
Volume 96 of the Transcript where Mr. Armstrong discussed 
the Vancouver differential in connection with the movement 
of the wheat from what I believe -.- 

Q. The page again? 18082. 

A. What he called the region within which the 
Vancouver rate is less than the Fort William rate. 

Q. Yes, Mr. Armstrong said at 18082:- 

"The Government, I believe, out of the 
total fund of the Canadian Wheat Board -- 

oh, I am sorry. I must alter that. oL; 

should say out of the fund of the 

Agricultural Prices Support Board. That is 

Pa eh 4 

@. What happens? 
A. The Government takes the money 

so that the man in Calgary, whose wheat 

goes to Fort William instead of to 

Vancouver, does not lose the 3 cents 

extra which it costs to move it to Fort 

William. 

Q. It is refunded to him? 

A. Yes, it is refunded to him 
through the Wheat Board but not through 
the railway." 

That is what you had in mind? 

A. The Wheat Board has followed the policy of 
assuming that all wheat which originates within the 
Vancouver shed as it were, comes to Vancouver. As a 
matter of fact, of course, a volume of it goes to Fort 


William, and these figures which were tabled in connection 
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with a question asked by Mr. Wright in the House of 
Commons, are given in Hansard of Monday, October 31, 1949, 
They give some figures for during the war which I will 
not quote, but the figures for 1945 to 1948 indicate 
that in 1945 the additional freight paid because of this 
Vancouver differential was $150, 353. 

MR. SINCLAIR: What year was that? 

THE WITNESS: 1945, 

MR. SINCLAIR: War years, no trarric. 

THE WITNESS: If you will excuse mes. Tt will 
give the other years in a moment if I may. That was a 
Gross payment, but because of the fact that any wheat 
which is moved from Alberta to Fort William at the 
direction of the British because of the necessity to get 
it moved in a hurry or some other reason, is paid for, 
the excess freight is paid for and chargeable to them. 
Then some more of the wheat which goes from Alberta to 
Fort William is feed grain, and that extra freight is paid 
for not by the Agricultural Prices Support mechanism, but 
by the Department of Agriculture in a direct payment to 
the Wheat Board. So that the net freight paid by the 
Wheat Board as a result of this policy in 1945 was 
$66,434; then in 1946 it was $21, 331; in 1947 it was 
$16,674; and in 1948 it was $24,084. We just wish to 
put these figures on the record to indicate the extent to 
Which there were payments because of the fact that the 
Alberta wheat in some instances moved east and was paid 
On a basis of a westward movement. 

It has been argued that the existence of statutory 

rates militates against the establishment of just and 
reasonable rates for traffic other than that which is 


handled at the Statutory level. 


ier oT ad 


‘ “eagel ea | toot x hsql 


ft a nav ey ae 


* be 


' re 
ee a! basis Picky sonught Moe ve a ’ 


pueet 9 arth tod. 49D ‘ten nie 
YS i 

‘ee 

Sprit Wr as 


evo teid zevuoonsVy 


ae Mage 
MA QAP 


on f Pte 
¥ i i iW é 
7 3 whol esta he 


~ ‘ rn ; 
i a ‘oy “a 


esota 


ayom mont’ 


FELW F208 


wes 


Ord a fe ont orig 


: ’ : : 

: Sa Te ee 
* Oa cpanithi ; 
ee ! 


g es a 6, 


mf ve Fo Me y 
ci fit 5 pate’ 
sf Sh eer ; 2 


Riis ree rer Yh ait & ae a 6, eae ae il fio 


’ ; : me , M A i nad 
ihctalh eae Road oe Bale Bs dike $3 oaks tana aeiteie 


1? Se ms 


TP 


—) 19510 = Mr. Harries in ch 


This argument is premised on the assumption that 
grain rates under the Statute do not in themselves provide 
a satisfactory return to the carrier. If the grain rates 
pay their way, on a reasonably compénsatory basis, the fact 
that they are fixed by the Statute cannot affect the just 
and reasonable character of other rates. 

I think that general agreement: witm that last 
Statement will be found at page 161, Volume I of the 
Canadian Pacific Submission. 

THE CHAIRMAN: Yes, but you raised the 
Question, if grain rates pay their way on a reasonably 
compensatery basis. Do you Say they do pay their way 
on a reasonably compensatory basis? 

A. I would say, sir, that that ig an open question. 
The C.P.R. says that they do not pay their way, and I 
would say that I have not seen any conclusive evidence 
that they do not pay their way. But just arguing for 
the balance of this argument - or at least the whole 
argument is premised upon the fact that they do not pay 
their way. I just wanted to point that out, that was all, 
in that connection. 

MR. FRAWLEY: Yes? 
A. -Ineidentally. - + 
THE CHAIRMAN: Of course, you do state this, 
that if they pay their way upon a reasonably compensatory 
basis, then the fact that they are fixed by Statute cannot 
affect the just and reasonable character of other rates? 

ALS Yess stint. 

Q@. You raised the question of whether or not 
they are reasonably compensatory there? 


WM Yes... 
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Q. All right, you had better go on. 

A. And just incidental to this reasonably 
compensatory basis idea, at page 12 and 14 of the Railway 
Association of Canada Brief, great stress was laid on the 
fact that the cost of haulage of basic commodities was 
lower because of this charging what the traffic will bear 
idea, than it would be if you charged them their actual 
cost. So that I would presume from that at least that 
the basic commodities are moved at less than what it costs. 

THE CHAIRMAN: You used the word "cost" in 
one case, but I don't think you meant it. You said that 
the cost of hauling basic commodities was based on 
Something. You meant the rate? 

As ives, lam sorry, the rate, 

AS a result of a voluntary agreement the Canadian 
Pacific instituted certain maximum rates in perpetuity. 
Certainly the burden of the contract must rest on the 
contracting parties. If that be so, the question of 
unjust or unreasonable rates on other traffic should 
never arise. If there is a financial burden on the 
railway as a result of the contract, then such burden 
much surely fall upon the railway company and upon the 
Shareholders thereof rather than upon any other traffic. 

All increase applications by the railways have 
been premised upon their financial need. Such financial 
need is a result of the over-all operation of the rail- 
ways and in the absence of a specific allocation to 
cover this contractual obligation, this procedure may 
have allowed the railways to shift that obligation to 
other traffic. If this be the case it cannot be used 


as an argument for removing the statutory grain rates. 
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Then with regard to shifting the obligation to 
other traffic, I think the Canadian Pacific Railway are 
obviously in some doubt about where the obligation 
presently rests, because at the top of page 161 of their 
orrerge they Say:- 

"After 1922 however, when the Crew's 
Nest Pass rates were restored, the probability 


is that the greater burden imposed by the 


mone ans of these rates has fallen upon 

Shippers and consignees of other traffic." 
And then over the page at 163 :- 

"If as is the case today or in a 

period of depression, rates are not main- 

tained at such a level as to provide 

adequate net revenue, the subsidy is 

provided by the railways and their share- 

holders." 

The relative position of statutory and non-statutory 
rates in the place of percentage increases must also be 
considered. Percentage increases apply only to the normal 
rates. Whether they apply or do not apply to competitive 
rates is within the competence of the railways to determine. 

Once again, sir, I am not sure - by"normal" I 
mean non-competitive rates. 

Recent history in connection with this particular 
matter is of interest. During the course of the 30 Per cent 
Case wartime restrictions on freight rate increases were 
removed by Order 757 of the Wartime Prices and Trade Board. 
The railways promptly filed tariffs increasing all 


competitive rates by 30%. 
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The railways suggested that a careful analysis of 
the competitive rate situation indicated that all competitive 
rates could take a 30% increase. At page 14115 of the 
Transcript oF Proceedings in the 30 Pex Gent base. a 
discussion between the Chief Commissioner and the counsel 
for the C.F sRevds recorded. For the railways it was 
stated:- 

"Now, Mr. Knowles told your Board and 

Mr. Jefferson said the same thing, we are of 

the opinion that we could increase all rates 

30%, including the competitive rates and 

that our competitors will be delighted if 

we do so because they are working under the 

Same difficulties we are, their costs have 

gone up just as ours have, and they said, 


their considered opinion was, that they 


cr 


(meaning Knowles and Jefferson) could increase 
those rates by 30% and still hold the 
wroareic. 
Notwithstanding this expressed view, when the 
30% increase case was determined and a 21% increase. 
eranted in April, the competitive rates were increased 
only 21%. 
Later in the same year the railways applied for 
an interim rate increase - - 
THE CHAIRMAN: Pardon me, have we had any 
explanation of that? 
A. I cannot say whether it has been explained or 
not. 
MR. O'DONNELL: As I remember that, they were 


increased in fact 21% and 15% and many were increased much 
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more than that. 


MR. MacPHERSON: He S0es on to say that in 
the next paragraph. 

MR. FRAWLEY: I know, but his lordship asked 
| whether there was any explanation. 


THE WITNESS: On April 8 as a result of the 
21% increase, they were increased only the 21%, not the 
| 30% as they said they could be about four months before. 

MR. FRAWLEY: If your lordship was asking 
whether or not there was any explanation as to why they 
did not increase them 30% when the 21% Judgment was 
announced, I think the answer is there was never any 
explanation about it. Those are the rates which are 
Within their own discretion, and then of course. 

MR. O'DONNELL: But they immediately increased 
15% and in many cases more than the combination of 21% 
plus 15%. That is on the record many times. 

THE CHAIRMAN: Is there any misstatement in 
this Brief, Mr. O'Donnell? 

MR. O'DONNELL: TI have not analyzed it very 
Caretuliy. put I am Saying that the situation is, as I 
Pemenpenr. 2% y= 

THE CHAIRMAN: That:- 

"During the course of the 30 Per cent 

Case wartime restrictions on freight rate 
inereases were removed" and so on - 
"The railways promptly filed tariffs 


increasing all competitive rates by 30%". 


MR. FRAWLEY: That is correct. 
MR. O'DONNELL: My friends objected to it, and 


then the issue was fought out, and as soon as it was fought 
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out the rates were increased by the 21% which the Board 
Order 70425 of 30th March 1948 permitted, and then they 
were increased an additional 152, and many of them were 
increased much more than that combined amount. 
COMMISSIONER INNIS: Mr. Harries will read 
the next paragraph. 
MR. FRAWLEY: That is in the next paragraph. 
THE WITNESS: Later in the same year - - 
MR. FRAWLEY: Q. That is, of 1948, 

haves; sir, the railways applied for an interim 
rate increase of 15% and a total increase of 20%. On 
the strength of this anticipated interim increase many 
competitive rates were raised by 15% immediately. 

I believe those increases went into effect on 
September 15, 1948, but I am not certain. 

When the Board in September 1949 awarded an 8% 
interim inerease following the hearings on the 20 Per cent 
Application, the railways did not apply any further increase 
to their competitive rates although some rates had not 
been increased by the 15%. 

There is one rate in particular and I think it is 
Agreed Charge No. 14 which is the movement of petroleum 
products in Quebec, which is still as at April l. 

MR. O'DONNELL: That is an agreed charge, that 
is a contract. 
THE CHAIRMAN: It is a contract there? 

A. It is what the shipper pays, contract or no 
contract. 

THE CHAIRMAN: But anyhow you should not 


mix it with competitive rates. 
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MR. O'DONNELL: Don't mix it Up, that is ali 
I am saying. 

THE WITNESS: That particular charge is still 
at the level it was before the increases took place. It 
has not taken any increases to date. 

MR. O'DONNELL: You may have forgotten the 
evidence in that connection. Ags I remember it, it was 
explained that it could not be increased beyond that in 
the judgment of the railways. 

MR. FRAWLEY: I know. Of course, you Sée, 
my lord - - 

THE CHAIRMAN: When you introduced an agreed 
contract, unless you made the terms of the contract, you 
did not know why the rate was so and SO? 

MR. FRAWLEY: Well, we were told, sir (I am 
Speaking from memory) but in the record in the 21 Per cen: 
Case (it may have been in the 20 Per cent Case) that that 
particular agreed charge which carries petroleum products 
in Quebec, was brought up, and the railways frankly told 
us that that was a rate which they just could not increase. 
The shippers said: "If you increase that rate the contract 
is over. We will put it in our own trucks" and the railways 
just couldn't do it for fear of discouraging their business. 
That is why, when you say “don't mix up competitive rates 
and agreed charges", well, really an agreed charge is 
essentially a kind of competitive rate. It is all brought 
about by the forces of competition. 

THE CHAIRMAN: It is on account of competition; 
the railway, when it gets the whole or a substantial part 


of all the freight that this person has to ship? 


(Page 19318 follows) 
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MR FRAWLEY: Yerg att: ie en extension. They 
feel the competitive rate alone would not--- 

THE CHAIRMAN: Well, there has been so much said 
about it in a chapter by themselves, these agreed charges, 
hadn't we better leave them there? . 

MR FRAWLEY: Except the connection in which we use 
them, sires think-«= 

THE CHAIRMAN: Automatically on a certain date all 
competitive rates sare increased; they could not apply to ald 
agreed charges, 

MR FRAWLEY: When your lordship says that all 
competitive rates are increased at a certain date--~ 

, THE CHAIRMAN: You find there was,ian increase 
of 21 per cent, for instance, in competitive rates. You 
Say that yourself there. 

MR FRAWLEY: Yes. 

THE CHAIRMAN: Now, you would not expect that 
increase to apply to all the agreed charges, 

MR FRAWLEY: No, but I think whet happened on that 
day, sir -- again Speaking from memory -- they served notice 
of cancellation then on all their agreed charges, and set 
the machinery in motion to increase, 

THE CHAIRMAN: Well, you may point that out. 

MR O'DONNELL: Tried to get all they could by way 
of increase, 

THE WITNESS: I would like to make it quite clear 
that we are not attempting to criticize the railways! actions 
here at all. We are just pointing out that there are some 
rates other than the Crows Nest rates which do not auto- 
matically take such percentage increase, and, as we say at 
the bottom, it does not necessarily militate against just 
and reasonable rates in that instance, I am just using 


these examples for the express purpose--- 
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MR FRAWLEY: If you will read on, the brief goes 
on to develop the use that we are making of this discussion 
of competitive rates, 

MR O'DONNELL: With the clarification the witness 
has now given, it is 2 little better than it was when he 
made the flat statement, 

THE WITNESS: I om sorry I" did not. give that 
before, sir, 

THE CHAIRMAN: There are meny things 
going on now, it ect me, which are properly argument, 
are there not? 

MR O'DONNELL: Yes, 

THE CHAIRMAN: At this Stage we are hearing these 
briefs being read and explained. 

MR FRAWLEY: Yes, sir. Well, this is our posi- 
tion, and we are open for cross-examination. If we kept 
isa Ls -LOr argument, sir, I suppose the railways might 
Say-~-- 

THE CHAIRMAN: Well, you are sdding very consider- 
ably to the printed brief, 

MR FRAWLEY: Oh, yes, Sir; we are interpolating, 
that is quite right, sir. 

THE CHAIRMAN: So that these things, you see, we 
are hearing now for the firsé time; we have had no oppor- 
tunity to read then, 

MR FRAWLEY: That much is quite true, sir, yes. 

THE CHAIRMAN: All right; go on, 

MR FRAWLEY: Some of it comes in as 9 result of 
Some of the evidence we have heard, 

THE CHAIRMAN: Go on, Mr. Herries. 

THE WITNESS: It is perfectly clear from the 
action of the railways in these increase cases that it is 


their intention to deal with competitive rates regardless of 
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the difference which exists between competitive rates and 
Standard charges, Although some competitive rates have been 
cencelled or amended without revard: to: the percentage in- 
creases, the vast bulk of the competitive rates have in- 
creased only 7% more than the normal tolls. The absolute 
difference between these two types of rate is now much 
greater than it was prior to March 1948, 

When that was written, sir, that statement was, I 
believe, correct, but since that time, the time when this 
was written, the standard rates have been increased a total 
of 16 per cent, end so the situation now is that the com- 
petitive rates have been increased less, that is, with the 
use of the percentage increases, than have the standard 
rates. The effect of that, sir, is shown in Exhibit 208, 
which was filed by Mr. Frawley. 

THE CHAIRMAN: Q. Do you say that as things are 
now, competitive rates have been increased by 16 per cent? 

A. Nos they have been increased -- instead of where I 
Say they have increased only 7 per cent more, it would be 
fair to say. that they have been increased one per cent less 
than the normal tolls. 

Q. What did you ssy about 16 just now? 

rh ie Sir, Was the Last increase, which brought the 
8 per cent and the 73 up to a 16 per cent increase on stand- 
ard tolls, 

MR FRAWLEY: Q. Mr. Harries, to make it perfectly 
Clear, just read the phrase again, in the light of the recent 
increase of 16 per cent in non-competitive rates? 

A. The vast bulk of: the competitive rates have in- 
creased 1 per cent less than the normal tolls. 

Q. Have increased? 

Doty Yes. 


MR O'DONNELL: Q. Dollarwise or in amount? 
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Ay” Percentage. 3 

MR FRAWLEY: Percent, is what we say. 

Q. <All right, Mr. Harries, 

Rip in lticies apparent, therefore, that there sre great 
differences between classes of non-statutory rates, As far 
as the percentage increases are concerned, the fact that the 
competitive rates do not automatically take them does not 
necessarily militate sagsinst the establishment of just and 
reasonable rates on other Crerrio, 

Although the current concern is with the problem of 
increases, it must be remembered that in the event of 
decreases the grain rates would remain at their present 
revels) It thas already been emphasized in the concluding 
section of Part I that the farmers of Western Canada have 
paid proportionately more in one period and proportionately 
less in another because the transportation charges obt grain 
have remained fixed, 

It has been suggested that a rate established in 
1897 is ‘Obviously en unreasonable one--- 

MR FRAWLEY: If you will change the words "prima 
facie". to _. obviously", my lord. 

Q. Yes? 

A. -- under today's conditions -- and I put a period 
there, and footnote 6 comes at that point, and delete the 
rest of the sentence, 

MR FRAWLEY: The sentence ends at "today's condi- 
tions", and footnote 6 is put in after the word "conditions", 
end the rest of the sentence is deleted. 

MR SINCLAIR: That is quite @ change. 

MR FRAWLEY: Well, that is what we ere doing. 

THE CHAIRMAN: You finish your first sentence after 
the word "conditions". 


MR FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: Then you start a new one. 

MR FRAWLEY: We end there, and we strike out 
"and an attempt has been made to leave the impression that 
the grain rates are unique in this regard." Then we 
Start again, end we also strike out the sentence, "Nothing 
could be further from the truth." So the brief resumes 
then at, "There sre rates . . ." 

MR O'DONNELL: "Nothing could be further from 
the truth" -- that is out. 

THE WITNESS: There ore rates today which move 
traffic at a charge below the level which pertained in 1897. 

THE CHAIRMAN: Q. Have you provided any samples 
of such rates? 

A. Yes, sir, there are rates in the interior. of 1Bae .4 
for instance, which in 1897 were twice the prairie standerd 
Mileage between Revelstoke and Canmore, and today are at a 
lower rate than they were in 18973; and then where you have 
transcontinental competitive rates, and I think the canned 
goods rate is an example of that, those rates are below 
what they were in 1897. Those are two Samples, I would 
be surprised if there were not 9 number of competitive rates 
which are actually below the level which that perticular 
pearric paid in-1897. 

MR O'DONNELL: Q. Have you got any instances of 
those? 

A. I have just given you two. 

MR SINCLAIR: Surely, my lord, he is not going to 
Suggest that the rates involving the mountain differential 
ere comparable to support the statement he has made, or 
that because competitive conditions arise it forces railways 
to reduce their rates to meet the competition, and still 
leaves them with a profit rather than lose the traffic 


entirely -- that that is in any way comperable to the 
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situation of the grain rates, This is a8 very important 
peragraph of the brief, and I think that if he has 
definite examples comparing like with like we should have 
those. I had marked when Mr. Frawley came to this point 
to make sure that I could have 3 look at them and have 
them checked by our traffic officers, because I am advised 
by them that they know of none, 

THE CHAIRMAN: Have you notified Mr. Frawley as 
to what you are Saying? 

MR SINCLAIR: Yes, because I am advised by our 
traffic officers that there are none if you properly make 
a comparison like this. 

THE CHAIRMAN: Well, we will adj, Ourny wnt? sto 
morrow morning, and then perhaps we will have some light 
on the subject. 


-~-The Commission adjourned at 4:48 p.m., to meet again 
at 10:30 a.m. on Tuesday, March 28 1950, 
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Ottawa, Ontario 
Tuesday, March 28, 1950, 


MORNING S Erste Oiey 

THE CHAIRMAN; Yes, Mr, Frawley. 

MR, FRAWLEY: Mr. Chairman, we had reached yesterday 
the middle of page 27 in our brief, and I would ask 
that the remaining three and 4 half pages to the end of it 

be taken as read, 
(The following is the portion of the brief referred to): 

There are rates today which move traffic at a 
charge below the level which pertained in 1897. Certain 
water and truck Competitive rates, for example, are well 
below their 1897 level. The grain rates are far from 
unique, 

Rates which were established in 1897 are not 
Obviously unreasonable under today's conditions. Tech= 
nological advances! nave been too great and traffic changes 
too many automatically to assume thre, lt ts impossible to 
assume that the original rates were just and reasonable 
in the absence of a regulatory tribunal at that time. Even 
the suggestion that the rates were appropriate to the price 
of the product is questionable. It could just as well be 
Said that the rates were appropriate to a dividend rate on 
C.P.R. stock of 10%, or to a net return of $42.84 on each 


$100.00 of gross adPnities: | 2? 


(7) Ibid, Appendix to Part I, 
(8) Ibid, Appendix to Part I, 
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It has been alleged that the Similarity in 
circumstances surrounding the production of grain in Western 
Canada as compared with contiguous areas of the United 
States makes it pertinent to examine and compare the grain 
rates which are applicable in these two sounbrioses 2: 

We submit that such a comparison is entirely irrelevant 
because the economic circumstances and conditions in these 
two countries show such a Wide difference. Spring wheat is 
not normally an export product in the United States. Table 
ny gives the total United States exports of wheat and the 
exports of hard red Spring wheat for alternate years from 


1925 to 1945. This table makes it apparent that the American 


Spring wheat is on a domestic basis. 


TABLE 1 


U. S. Exports of Wheat by Types 


Year beginning July = Hard Red Spring(1) gota ail wheat 2? 
1925 4,958,000 63,189,000 
£927 6,000,000 145,999,000 
1929 1,900,000 92,175,000 
1931 3 96,521,000 
1933 a 18,799,000 
1935 S 311,000 
1937 2,000,000 83,740,000 
1939 5,000,000 23,636,000 
1941 2,000,000 12,632,000 
1943 14,000,000 11,942,000 
1945 53,000,000 226,135,000 


(1) Agricultural Statistic 


(2) Statistical Abstract of the U.S. Department of Commerce 
eee i Department of Commerce 


8 U.S sD.A. 


(3) Less than 500,000 bushels. 
bess than 500,000 bushels. 


The American spring wheat crop has not been 


priced on an export basis for 25 years. 


Any American Spring 


wheat that has found its way into export channels has been 
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dumped there. There are several reasons for this situation. 

As we previously explained, the Spring wheat 
crop is utilized domestically The fact that domestic 
demand can take care of the crop and the fact that there is 
a very substantial protection for the market enables the 
wheat producer to maintain a price in keeping with the 
Beneral domestic level. This creates a very important dis- 
Similarity between the American and the Canadian situation. 
In addition since the end of the first world war, the 
American Government has shown a paternal interest in the 
welfare of the wheat producer. This interest has evidenced 
itself in price subsidization, production control, storage 
programmes, programmes to stimulate demand, and direct 
producer payments. These activities have had a profound 
effect upon the returns to the American producer. While 
precise figures are not available to indicate the extent of 
the aid received by the American farmer from the activities 
of his Government in this particular regard, there is no 
doubt that in total they account for Gang Hee of 
dollars. 

Aside from these two important differences, the 
transportation characteristics of the American and 
Canadian wheat-producing areas are different. The wheat 
grown in North Dakota which comprises roughly 50% of the 
total spring wheat production of the United States moves an 
average of four hundred and fifty miles to a lake terminal. 
The wheat grown in Minnesota moves an average of two 
hundred miles while that grown in South Dakota has an 
average rail haul of three hundred and fifty miles. 
Montana, the producing area most distant from lake transport 
has an average haul of one thousand miles. Looking at the 


other spring wheat producers we find that in Washington which 
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accounts for a large proportion of the far western wheat 
crop, the Big Bend country is situated two hundred end LiLvcy 
miles from the sea-coast. In Oregon the average haul is 
less than two hundred miles where most of the wheat moves 

by barge down the Columbia river. Idaho is four hundred 
miles from the West Coast. 

In the United States Spring wheat srea as a 
whole the average haul is less then four hundred miles, 
This is to be compared with the average haul in Canada of 
seven hundred and seventy miles. 

The United States winter wheat belt orginates 
most of the export wheat. Kansas is the centre of the 
Winter wheat belt and in certain years has produced as 
much wheat as Western Canada has exported. The wheat from 
Kanas moves either to Chicago or to the aie ports for 


shipment. In the winter wheat area the average haul to 


water (either Chicago or the Gulf coast) is six hundred miles. 


It is apparent that the circumstances and 

conditions in these two countries make it impossible to 

draw any conclusions about the appropriate level of freight 
rates in Canada. Even if it were possible to protect the 
Canadian farmer from the vicissitudes of international trade 
to the extent that the American farmer had obtsined that 
provection, it would still be highly questionable whether 

it would be possible to make rate comperisons which were 
meaningful. Under the present circumstences such comp3sri- 


sons ere entirely useless. 
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SUMMARY 


The present export freight rates on grain and 
flour are all that remain of the original Crow's Nest 
Agreement of 1897. During the past thirtyyears the C.P.R, 
has succeeded in divesting itself of all but one of the 
original binding provisions of the contract. They now seek 
to abolish the Agreement in its intirety. The arguments 
which have been put forward for the purpose of showing 
that statutory rates are wrong in principle are not upon 
consideration persuasive. On the contrary it has 
been shown that there are sound historical reasons for the 
continued application of the Statutory rates on grain. 
There is no matter of principle involved in the determina- 
tion of this problem. [It cannot be shown that other rates 
are at an unjust or unreasonable level because of the 
statutory rate. Although production-wise the American 
Spring wheat belt may be comparable with Western Canada, 
market-wise and transportation-wise no useful comparison 
may be made. Statutory rates on grain are as necessary 
today as they were when they were Originally introduced. 
The farm economy of Western Canada Still demands that the 


Crow's Nest Pass rates on grain remain unaltered. 
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HU HARRIES, RECALLED 
EXAMINATION BY MR, FRAWLEY(Cont'd): 

Q. I have one question to ask Mr, Harries, Mr, Harries, 
have you some figures Showing the respective dollar amounts 
of farm aid in Canada and in the United States in connection 
with wheat and grain growing? 

A. These figures are not Strictly comparable but the 
dominion government from September, 1939, to December eae 
1948, paid to western farmers through prairie farm income 
assistance and wheat acreage © total of $105,642,000. In 
the United States as at January 31st of this year, the United 
States government had invested . in its farm price Support 
programme alone $3,947,424,000. At that date they had under 
control 627,000,000 bushels of corn and nearly 475,000,000 
bushels of wheat. 

THE CHAIRMAN: Q, What do you mean by control? 

Ae Under loan; sir, to the commodity credit corpora- 
tion or on farms under loan, 

Q. I think we heard Something about that the other day. 
You used the word "control". What is the control? 

A. They had mage a loan on it or purchased it outright, 
Sir, As far as the market was concerned it was under their 
control. That was the way I used the term, 

Q. All right, 

MR, FRAWLEY: That is all I have. 

THE WITNESS: Pardon me, there are two corrections 
which I wish to make on page 27. In the last paragraph where 
we say, "Rates which were established in 1897 are not prima 
facie" we have changed that to "obviously", 

MR. FRAWLEY: Q. The first line in the last paragraph 
on page 27? 

A. Yes, and the other one is the words "a mere dogmatic 


expression of opinion" further down. 
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Q. That is in the fourth last line? 


A. We are changing that to "4s questionable", 


THE CHATRMAN: Q. If you say it is a mere express- 
fon of opinion, I Suppose all expressions of Opinion ere 
Subject to question, 


5 Pe fh ps 


COMMISSIONER INNIS: I Cindva “Itttie difficulty 
in reading the second Sentence in that peragraph, the second 
Sentence in the last paragraph, 

MR. FRAWLEY: On page 27. 


"Technological _ advances have been too great and 


traffic changes too many automatically to assume 


thas." 


THE WITNESS: What I had in mind, sir, for instance, 


the operating ratio or net return on $100 of gross earnings 
in 1897 was $42.84, and as your traffic volume increases -- 
COMMISSIONER INNIS: What you really want is a 
comma after "many" and after "automatically"? 
THE WITNESS: Yes, sir, that would fix it, 
THE CHAIRMAN: "Not obviously unreasonable" - does 
that mean the same thing as obviously not unreasonable? 
MR. FRAWLEY: No, we changed that to conform -- 
THE CHAIRMAN; "Rates which were established in 
1897 are not obviously unreasonable"_- 
MR, FRAWLEY: Are obviously not unreasonable, 
THE CHAIRMAN: That is what you mean? 
MR. FRAWLEY: Yes, 
THE WITNESS: No, we do not, 
THE CHAIRMAN: Then you had better make up your 
minds, 
THE WITNESS: We mean they are not obviously unreas- 


Onable, I would have to inquire into them to fina out whether 
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they are unreasonable, 
THE CHAIRMAN: 


Q.You mean they cannot be said to be unreasonable, 


That is what you mean? 


MR. SINCLAIR: Is that right.» I do not think they 
are going that far, | 
THE CHAIRMAN: I do not know; I am looking for tight. 
MR. FRAWLEY: Q. Mr. Harries, please paraphrase 
that sentence in any way you wish to make its meaning 
quite clear, 
A. The C.P.R. has said the rates which were established 
in 1897 are obviously unreasonable under today's conditions, 
THE CHAIRMAN: Q, Does" obviously "mean patently? 
A. That is what I would assume, 
Q. "Unmistakeably"? 
Bee LOS 
Q. What do you say? 
A. We say they are not obviously or patently. 
Q. You mean it cannot be said with certainty that rates” 
which were established in 1897 are unreasonable under todey!s 
conditions. Is that what you mean? 
Ail Oe (SL? , 
MR, FRAWLEY: Yes, we will accept that. 
MR. SINCLAIR: Could it be said what you are saying 
18 they may well be but it requires study to prove it? 
THE CHAIRMAN: That is what you say. 


EXAMINATION BY MR. COVERT: 
Q. Mr. Harries, in your brief you refer to the land 
Brants -- is it land grant rates in the Unitea States? 
As YSs)- Sir, 
Q. Will you give me the page of that? 
A. That is on page 22 in the last paragraph, 
THE CHAIRMAN: What page? 
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MR. COVERT; Page 22, 

THE CHAIRMAN: What does it say? 

MR, COVERT: I am just Looking for; it. 

THE WITNESS: It is the last paragraph on page 22, 

MR. COVERT: Q. It goes over on to the next 
page, Mr. Chairman, but what I wanted to ask you about that 
is that you indicate in your brief that these espechlly 
low rates were given to the government in consideration of 
land grants that were made. I think that is right? 

A, Yes, 

Q. Under that the railways agreed to carry or do govern- 
ment work, For instance, in wartime they would carry soldiers 
free, wasn't it, or at a specially low rate? 

A. At 50% of the normal rate 

Q. Do you know whether or not that was in perpetuity, 
the original arrangement? 

A. I don't know, sir, whether those words are in the 
contract. 

Q. in any event, what you say is that it reached the 
Stage where they had served their purposes, these rates, and 
the traffic had become so heavy that it yee hieden on the 
railways and the United States government agreed they 
Should be done away with? 

A, I would not say it was necessarily a burden on the 
railways. It was a burden on the non-governmental traffic 
to some extent, yes. 

Q. A burde the non-governmental traffic; in other 
words, there was pressure on the other traffic because of 
these low rates? 

AY Yes, 

Q. So the government abolished those rates and they 
pay now the same as anyone else? 
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THE CHAIRMAN: Q. Pardon me a moment. Does this brief 
explain what these low rates were? Were they low rates 
granted by the railways in return for lana grants? 

Aw Sas (Sin: 

Q. That is what they were, 

Ay i 4ehink.,.. six, originally they applied on all govern- 
ment traffic, and then they were revised so they applied on 
military traffic. 

very 


Q. Later on they were altered you say for/practical 


reasons? 


‘A. That was when they were done away with. 
4Q. They had served their intended purpose <= that is 
not very clear? 

MR. COVERT: I think at one time, Mr. Chairman, 
they were 50% of the normal rates, and then during the last 
war they were abolished completely. Traffic became so 
heavy they were abolished completely and the government 
pays the same as anyone else. That is right? 

THE WITNESS: That is my understanding. 

THE CHAIRMAN: Q. Does that mean that the government 
considered they had received enough in the way of consider-#€ 
ation from the railways for these land grants? Is that the 
idea? 

a 

A. A board of investigation and research did/study on 
that, and they made a calculation which indicated that the 
total monies that the government had saved were very sub- 
stantial in connection with that. 

Q@. How do you come to have these United States rates 
before you? Were they raised fey the Canadian Pacific Rail- 
way? 

~A. Y€s, sir, they were raised on page 152, sir. 


MR. COVERT: Q. Now, the point of that was, Mr. 
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Harries, that there Was & study made, and my impression 
Of “the result of ‘the Study was that the SOvernment had 
received by virtue of the discount in rates an amount in 
excess of what the value of the lands granted was? 

A. That was one Consideration, yes. 

Q@. Now, in that connection you say that Congress consid«~ 
ered they had served their intended purposes and you go on 
to refer to the ever increasing extent of government traffic, 
It would seem to me both of those things might be raised 
against you as far as the Crowsnest rates are concerned. 
Here you have the west developed so that it is one of the 
largest wheat experters in the world, and you might say 
therefore that the Crowsnest rates had Served their purpose, 
and similarly you refer to the ever increasingi.extent of 
S0vernment traffic, That applies also to the grain on these 
railways, that it has increased to such an extent that it 
may be beyond what was ever even contemplated when the agree= 
ment was signed, Would you like to comment on both of those? 

A. With regard to the second point, the increasing exe 
tent of government traffic, I think statistics in Canada 
Will indicate that the proportion of total traffic in western 
C@anada which is made up of grain is actually decreasing, 
and that was not the case in connection with government 
traffic in the United States. I would be quite certain that 
the extent of government traffic anticipated at the time 
the land grant reductions agreement was made in the United 
States was not in any sense comparable to the amount of 
traffic that would be anticipated froam western Canada with 
regard to wheat at the time that the Crowsnest agreement. was 
arrived at. 


(Page 19334 follows) 
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Q. I was thinking not in terms of percentage but 
really in volume of grain traffic. Could you not say 
there that it had increased to such an extent that it 
was beyond what was ever Originally contemplated at 
the time the agreement was drawn? 

A Ido not think that necessarily follows. After all, 
Pe chink it anything, it probably has not developed as mueh 
as they thought it would, in view of the fact that you 
have had settlement and then retrenchment and so on in 
western Canada. I think the dreams they had at that time 
were far in excess of the actual situation today. 

Q. Similarly, then, you Say that the rates have not 
served their purpose yet? 

A. I think that is correct; yes. 

Q. And it is on just those two grounds that you 
distinguish them from the land grants, really? 

A. Yes; and the fact that the land grant rates were 
a concession to government, and government is in business 
and so, which is a much different thing Chae the case of 
a group of shippers such as we have in western Canada. 

Q. I take it you would really go so far as to say 
that because the words "in perpetuity" are in there, they 
could never serve their purpose until the railway 
ceases? 

AT would not-go that far, no. 

Q. Then you do not think that "in perpetuity" means 
in perpetuity? 

A, As far as the situation today is concerned, I 
think these rates are still serving their purpose and 
they are necessary. What the situation fifty years from 

now will be, I would not be able to imagine. 

Q. When you say they are necessary, I just want 
to take one little example, if I may, in respect, of )that., 


Suppose these rates had been increased to the same extent 
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that other rates have been increased; that is, twenty- 


one per cent and sixteen per cent which, I think, gives 


about forty per cent. 

A. Yes? 

Q That would be about, on the average, an eight-cent 
increase on one hundred pounds or about five cents a 
bushel, would it. not? 

Ree VES, 

Q@, Taking the figure of five cents a bushel, and the 
total grain crop for export , what would that be? What 
would you say would be fair for an average? » Would Atepe 
300 million bushels? 

A. 300 million bushels, yes. 

Q@ That would give you what figure? That would be 
$15 million a year, would it not? Is that right? 

1 Eras go 

THE CHAIRMAN: That is between both railways? 

MR. COVERT: Yes, between both railways. 

Q The total value of the crop at today's prices 
is what, approximately? 

A, I think you could use an average of $1.75 
a bushel. 

THE CHAIRMAN: What do you say, Mr. Harries? I 
could not hear that. 

MR. COVERT: Q About $1.75 at today's prices, which 
would be approximately what? 
$525 million, is it not? 

About $525 million? 


Yes. 


ene) pea 


Q As far as percentage is concerned, that would 
be about three per cent of the total value, would it not? 


A. Yes. 
Q. Then I understood from Dr. Britnell that there 
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were between 250,000 and 300,000 farmers in western 
Canada; on an average, that would mean about somewhere 
between $50 and $75 per farmer? 

Were s, 

Q That is what an increase would mean of the same 
amount that had been applied to rates generally in Canada? 

A< Yes. 

Q. What I wanted to know, Mr. Harries, is if you 
thought an increase of that kind would be ruinous even 
over a long period, 

A. I can think not so very far back when it would be 
impossible to get $75 from a farm family in western Canada 
because they did not have any $75. 

THE CHAIRMAN: I did not catch what you said, Mr. 
Harries. Will you speak louder, please? 

THE WITNESS: I said that I could remember when it would 
be impossible to get $75 from a farm family in western 
Canada because they just did not have $5 let alone $75. 

THE CHAIRMAN: This $75 is attached to wheat which 
exists and is shipped, is it? 

MR. COVERT: Yes; that is right. 

Q- I do not know whether that is a very responsible 
answer, Mr. Harries. I said “over a long period", I said: 
Do you think an increase of that kind would be rutnous? 

A. I think it would be too much. 

THE CHAIRMAN:QPardon me a moment. JI should like to go 
back to these United States land grants before we proceed 
much further. All we know about them is what is contained 
puptne C.PLR.'s. brief at page 152 and your statement 
here at page 23, at which you say certain things about them. 
For instance you say they discriminate between different 
railways . 

A 6Yes. 


Q. Which is not the case, of course, with these 


aaeiet 
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Crow's Nest Pass rates. 
Ae Les s 
@, And you say there were practical difficulties of 


determing 
/ land grantsroduetions. Whatever that means I do not know. 


Where can we get more information about the matter? 

It was you, Mr, Sinclair, who in your brief -put 
forward this information. 

‘MR. SINCLAIR: Yes, my lord. 

THE CHAIRMAN: Can you give us full information about it? 

MR. SINCLAIR: Maybe I could help in this regard. 

THE CHAIRMAN: I do not want to delay these proceedings 
now, Mr. Sinclair. 

MR. SINCLAIR: I think I can clear this matter up quite 
quickly, Mr. Chairman, in that when these land grants were 
made, when the railroads were built in the United States 
they received land grants from the Federal Government; and 
the condition of the grant was that they would give reductions 
to all government traffic. Subsequently that was reduced to 
traffic for military purposes. Then at the time that the 
public law was passed, referred to in our brief at page 
152, they were wiped out, on account of the situation in 
the United States of routings; these equalization routes 
extended throughout the United States so that you find 
railroads that had not even received land grants also 
being forced to move government traffic at the rates 
that were fixed under the land grants statutes. Under 
the United States law on government traffic the railroads 
could always make a special what they called "Twenty-two 
quotations" , for the movement of government traffic. 

THE CHAIRMAN: What was that term? 

MR. SINCLAIR: Twenty-two quotations. That is a 
Special rate they could make for the movement of government 
traffic. The power was there for the railroads to make 


a Special rate on government traffic. But this was a 
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statutory matter that forced them to accept a very low 
rate. At this time I think it would be useful tir were 
to read two short paragraphs out of the statement that was 
made in Congress by: Representative Borak when this bill 
was introduced, and I should like to do sO, 

MR. FRAWLEY: Have you the reference, so that we could 
consult it? 

MR. SINCLAIR: No. You will find it in the Congressional 
Record. He said, -- 

THE CHAIRMAN: Can you give us the year, the date and 
so on? 

MR. SINCLAIR: It is when this bill was introduced. It 
is referred to in our brief. 

MR. FRAWLEY: Public Law 256? 

MR. SINCLAIR: That is right. 

MR. FRAWLEY: The Seventy-Ninth Congress. 

MR. SINCLAIR: That is right, 

THE CHAIRMAN: About three years ago? 

MR. SINCLAIR: I think it is three years ago; three 
or four years ago. 

MR. COVERT: It was before that. 

MR. SINCLAIR: In 1945 the land grant law was repealed. 
It was passed at that Congress. This is what he said: 

"If we get the perspective of our transportation 

and realize its great importance, how it affects 

our people, I think we will be amazed at the short- 

sighted viewpoints expressed in opposition to this 

bill. We hear much about what it will cost the 

taxpayers. I believe our taxpayers are not shirkers. 

I do not feel they want representatives here to 

relieve them from their just obligations. The 

railroads have paid their debt. They constructed 


the roads that built up our great central empire. 


By reduced freight rates they have paid their 
government back over $900 million, or over seven 
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times the value of the land they received from 

the government at the time the lands were taken. 

How about the equity or good morals of further 
insisting that the rosds’ Shall continue to be 
Subjecte@@to such deménds? One of the fundamental 
problems in our transportation system particularly 
as) tOwrails) iste prevent discrimination, to provide 
reasonable rates, that such rates shall be the same 
to all. The greatest Violator,as it stands nowsis 


the government of the United States in denying that 


equality which should characterize our transportation 


ti 


system. 


I think that is most appropriate. 


THE CHAIRMAN: Can you give us any authors who 


have written this up? 


MR. COVERT: Yes, Mr. Chairman. TI have a fairly good 


Summary of them in Mr. Brigham. 


THE CHAIRMAN: Mr. Who? 

MR. COVERT: Mr. B-r-i-g-h-a-m. 

MR. SINCLAIR: Yes, he deals with the matter. 
THE CHAIRMAN: All Tiehnts «20 on. 


THE WITNESS: There is a Summary on this work which 


is done by the B.I.R. and although there are only Titty 


copies of it, we have had acess to one copy. If it would 


be of assistance to the commmission, we could let you 


have it; we could cia A= ae Ba we 


ue. 


THE CHAIRMAN: Q -What is the [Seek 

A The Board of investigation and Research. 
MR. FRAWLEY: Q. When was that Study made? 
A. It was made in 1944, 


THE CHAIRMAN: Q. You might let Mr. Covert have 
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. THE CHAIRMAN: All right, Mr. Covert; you may go on. 

MR. COVERT: There was one point I wanted to get 
quite clear, perhaps from counsel, Mr. Chairman. That was 
as to page 22 of the brief where they say at the top of 
the page, 

"It is agreed that the Board of Transport Commissioners 

is not today, and should not be made, a National 

Planning Board," 
What I wanted to find out was if the three western 
provinces who submit this brief Say that is true not only 
with regard to grain rates but with regard to all other 
rates. I think it might be useful to fina that out at 
this time, 


(Page 19344 follows) 
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MR FRAWLEY: Mp, Harries can make a Statement 
as far as this particular passage in our brief is con- 
cerned, 

THE WITNESS: Tf would say that Alberta agrees 
that the Board of Transport Commissioners should not be 
made a national planning board, 

THE CHAIRMAN: Now, the Canadian Pacific agrees 
with thet, 

MR COVERT: Yes, I think that is so. 

THE CHAIRMAN: Who is left that wants the Board to 
be a planning board? 

MR COVERT: TI don't know. I was trying to get 
Some elimination now if I could. 

COMMISSIONER INNIS: Q, Well, what else is the 
Board of Transport Commissioners? 

A. Other than a planning board? 

Q. Yes. 

A. I think, sir, that inherent in their function of 
Setting rates there is an element of what one may call 
planning, but the Seneral position of the Board has been 
as indicated in a number of their decisions, that they are 
not concerned with the need to get into markets and 80°"Ory 
The Fraser Valley-Surrey Farmers Co-Operative shows that 
Very wello»v-D think in general we are in agreement with 
that position, remembering always, of course, the position 
that Alberts took in the industrial location brief, that 
inasmuch as rates in themselves have a planning effect, the 
Board should take cognizance of that fact, but not to gO out 
end say, for instance, with wheat, take into eccount a1l the 
factors that one might if trying to set up a marketing 
Policy. I think that is not pert of their responsibility, 

THE CHAIRMAN: Q. You put it this way, that the 


functions of the Board do not include, and you would mean 
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Should not include, economic planning and resource 
development? 

Ay y¥es, sir; 

COMMISSIONER INNIS: Q. Can you mention any rate 
with which the Board has had to deal that has not in some 
way affected resource development and economic planning? 

A. Their decisions do affect those, sir, but it seems 
to me the distinction is one of a sort of conscious effort 
to direct development along particular lines 2S opposed to 
looking at a rate bearing in mind certain what we may call 
rate factors, a consequence of which may be, as you sug- 
gest, in every particular instance to direct resource 
allocation. I think any time you are dealing with prices 
you are dealing with resource allocation. 

Q. That is what I mean. It Seems to me that there is 
really no necessity for Yeferrine to iteaaees planning 
hoards. Atadcs es planning board no matter what it does, 

A. I think the general distinction that has to be drawn 
there, sir, is between one that acts consciously toward 
Some particular objectives which are non-rate objectives, 
if you wish to call them that, and one whose actions you 
can judge by certain rate and relatively objective standards. 

Q. Put it this way: Supposing today that the Statute 
were repealed and the Board were asked to fix proper rates 
for the transportation of grain and flour from the west, 
could they put themselves in the west in the position 
Parliament is in, and look upon this question of fixing 
these rates from what has been called the broad national 
point of view? 

A. I think that is precisely the difficulty, sir,’ and 
that is why these rates must remain under Parliament, that 
the Board cannot do that. In fact, I think the C.P.R. is 


on record as saying that they would not expect the Board to 
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give consideration to Variability and 311 those other 
factors in connection with grain production in Western 
Canada and the relationship between it and the netional 
policy. Those are matters which must be dealt with by 
the Government directly rather then by the Board. 

MR COVERT: I would Just like to have on record 
that that is the official View > pif oI ycouldagéet it, sinee80f 
Alberta, Saskatchewen and Manitoba. 

THE CHAIRMAN: Yes, Put it this way, Mr. Covert: 
Find out whether there are any parties represented before 
us who went this Board to be made an economic planning 
board. We have heard that expression used, you know, 

MR COVERT: Unfortunately, sir, I think the 
railway counsel and western counsel are all that are with 
us. 

THE CHAIRMAN: They are all against it? 

MR COVERT: No, I say they are all that sre with 
us today .. The other counsel are not here, 

THE CHAIRMAN: Yes, I know, Well, oLothivkothe 
thing ought to be canvassed. I know there are, of course, 
in the great multitude of witnesses end evidence--- 

MR COVERT: What I was thinking of perhaps more 
than anything else, sir, was the time the seven provinces 
made their application to the Dominion Government for the 
appointment of this Royal Commission, and what I really 
wanted to find out was whether there had been any change. 

THE CHAIRMAN: At that time did they advance the 
argument that the Board should be given planning powers? 

MR COVERT: They may not have said so in so many 
words, Mr. Chairman, but there was reference to revolution- 
ary changes and broad powers of the Board, and I just wanted 
to find out if there had been a change from the position 


that was taken at that time. It seemed to me it would be 
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very useful. 

THE CHAIRMAN: Oh, very useful. 

MR COVERT: And this opportunity presented itself 
here. Now, it seems to me that at this point counsel for 
the three provinces might advise us of their position in 
that matter, 

THE CHAIRMAN: Well, there were seven provinces, 

MR COVERT: Yes, but the rest of them are not 
here. 

MR SHEPARD: As far ag Manitoba is concerned, Mr, 
Chairman, I think that I can state that we sre not asking 
that the Board should be an economic planning board. [I 
would certainly be inclined to agree with Dr, Innis, 
that the planning may result from the Board carrying out 
its functions, becsuse the Board is not fixing rates in 9a 
vacuum, and the fixing of the rates according to the 
standards that they use is bound to have an economic 
effect, but M-nitoba does not suggest that rates should be 
fixed, for example, so that industries would develop in an 
area where they would not otherwise develop. In that sense 
Manitoba does not Suggest that the Board should be an 
economic planning board. 

MR MACPHERSON: I think, Mr. Chairman, the position 
of Saskatchewan was, at the meetings to which Mr. Covert 
has referred, that there should be attention given to deal- 
ing with the Board as such and the giving of the Board such 
expert assistance as would assist it, but as to its powers, 
there was no definite suggestion as to amendment of the 
existing legislation. 

THE CHAIRMAN: What is your position today? 

MR MACPHERSON: Well, on this particular point, of 
course, my lord, we urge, as we have indicated, that the 


matter should not be referred to 3 board at ald #cbutsbeft 
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with Parliament, 

THE CHAIRMAN; Yes, of course, That is not the 
Point." Mr. MacPherson, if you will excuse me, the brief 
in question -- it Speaks for the three provinces, does it 
not? -- the brief in question is your brief as well as 
the others, It Says that today the functions of the Board 
do not include Economic planning and resource development. 
The inference is that you want the Board to remain that 
way. 

MR MACPHERSON: That is the inference, yes, 

THE CHAIRMAN: That you do not want it to be 
given the power to do economic planning and resource 
development. That is what your brief says. 

MR MAC PHERSON: Yes, I know, my lora, 

THE CHAIRMAN: All right, 

MR FRAWLEY: We sre not asking that the functions 
of the Board should include economic planning and resource 
development ss such. ? 

THE CHAIRMAN: That is very clear, I think, from 
that paragraph in your brief, 

MR COVERT: Q. Now, Mr. Harries, at page 24 of 
your brief, and at page 19299 of the evidence, it says: 

"The Crow's Nest grain rates in western Canada 

were in part the result of a deliberate attempt by 
Parliament to compensate the prairie region in some 
measure for the lack of competitive transport." 
Now, it seems to me that that may be very, very important, 
end I wanted to know if you had any evidence or any refer- 
€nee which is authority for that statement, that it was in 
part the result of a deliberate attempt by Parliament to 
compensate the prairie region? 
A. I must confess, sir, when I was reading through the 


debates in the House, I did come across something that 
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indicated that, but Ihave not been able to find it, so 

I will forget about it; as far as we are concerned it does 
not exist. The fact that it was a Celiberate attempt I 
think is shown by the fact that there was a reduction 
brought about in the rates because of this Subsidy. Now, 
they have paid subsidies in other sreag of Canada for con- 
Struction of rail lines, and there was never any question 
of tying them in the eastern section of Canada to 3 rate 
reduction, At the Same time as they were developing the 
railway network in Eastern Canada they were Spending large 
SumS on canals and so on, and it would be my Opinion -- 
and that is all it ig -- that the Crow's Nest agreement 
was a sort of offset for the development which had gone on 
in Eastern Canada, some of which waS Sponsored by the 
Government. That is, I do not think the question ever 
arose in Eastern Canada of them needing assistance to keep 
down the Rates's. it certainly did in Western Canada, and 
that is plain from the record, and that is where that 
Statement would come from. 

Q. Iwas wondering if perhaps in the early debates you 
had run into some statement to the effect that this was to 
compensate, that they had built the cenals in the east and 
Since that kept rates down -- you have found nothing like 
that in the original debates? 

A. As I say, I remember reading something like that, 
but I had it underlined because I knew it was important, and 
I was not able to find it last week when I was looking for 
it, so I have to Say no, there is not anything, unless I find 
it end can show it to YOU, Sixs 

Q. I think if it could be found it might be very useful, 
because, as I understand it, one of your main arguments in 
your part of the brief is that as far as the rates on grain 


ere concerned there is likely never to be competition? 
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Ne eYesy sir. 

Q. So there is nothing to hold them down, as bused is 
on practically every other rate in the east? 

A. That is our POlNt, Sir, 

Q. That is one of the main points in this part? 

pee tity Vet, Sir, yes. 

Qe ASL say, if you could find some evidence that 
Parliament intended that, it would seem to strengthen your 
position, 

AG Welt wid 1 certainly try and fing Something, sir. 

THE CHAIRMAN: Q. I can see by your brief that 
you have been through the debates in Parliament; you quote 
Mr. Blair and you quote Sir Richard Cartwright. 

Ae , LOG, Si, 

Q. You have not found anything that would Support this 
Statement in the brief at page 24, have you? 

A. No, sir, I cannot put my finger on anything now, 

COMMISSIONER INNIS: Mr. Blair was referr2d to in 
the Saskatchewan part of the brief, Mr. Chairman. This Ls 
the Alberta part. 

THE, CHAIRMAN: Yes. 

MR COVERT: My understanding of what Mr. Harries 
Says, Mr. Chairman, is that he thinks he saw that but he 
cannot put his finger on it now. My point is, if he does, 
I think it should be filed with the Commission, 

THE CHAIRMAN: It would be very important. We need 
not confine it to Mr. Harries; the brief speaks for the 
three provinces. 

MR COVERT: I could not find it myself. 

T'HE CHAIRMAN: They could a11 make it their business 
to look for it. 


WR COVERT: Yes. 
Q. Mow, I just wanted to deal shortly with page 25 of 
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the mimeographed brief, where you say: 

"Certainly the burden of the contract must rest on the 

contracting parties, If that be so, the question of 

unjust or unreasonable rates on other traffic should 

Hever tise. If there is’ finanetal burdentonethe 

Railway as a result of the contract, then such burden 

must surely fall upon the Railway Company and upon the 

Shareholders thereof rather than upon any other 

eparti c,," 

Now, I wanted to discuss that with you for a moment. As 
you say, "Certainly the burden of the contract must rest 

on the contracting parties." That would be the Canadian 

Pacific and the Government? 

Ae BYes fheir, 

Q. Now, as things have turned out, of course, if there 
is a burden it rests almost equally heavily on the Canadian 
National; that is right? 

A. I would presume so, although the Canadian National 


has said nothing about it. 


(Page 19353 follows) 


: stud ~ 


sctie aS nny Re ies 


teert tena pone pa Be mate vor a tat 


. Sk sat. 


- Pee (ee 


‘eons olViedt radkty ag ¢ eten adam eatin io ame = 


é 
f 


F r e ; > iss we pe : ‘ F ith r ve of : mie ; a 
ar) Mo teband, Laioreatt oat eed t eats Te, s 


I * 


. it : wl 
i ‘ , 
toentmoes ot? to delceet 6 ea Mewds tefl 
y 3 


yy Als t ogg gaya teu 


’ 
| wi! P 
: - a" *) f 2 se ee 4 he 
i i 1 7 > ou 
i I - ‘ 
Ny Mote Ge as LOW 


“A inet er ome war ee Ps . 
taunt toentaad ath Wo weteet ede winisvrsd ¥Se LO yy 


ul wae ,) ing 4 a 4 w “ee Ky 
: i | 
= y ony tt Mee er : 
ig ? wa ay oe att H JA J ys 7 
Yr 
‘ 
t 1 
i 
P 
be 24 5 
«tte .aoYy is 
: 7! 
7 ty bs 4 
i af ~ ; A A 
BID MO) 4 ¢ Vo Bartds, oA’ won gh ‘ 
j i] 
7 fi oh 
- Stat OE Ol oe Ars ee ae ea a, oor ale Re ee oe Ge Y) >. poo Pepned | # ee 
Be Bs Mra (7 a mit 2 ari i at Bike FS O84 5. BV?) Vek OTe . > Fe 
a | } 
4 
od ot - 
Fob gicary BP ne | ‘3 ft 
Strats el erly ¢Lemoise 
‘ > <7 
: % ' oe yt 
Oy Sry eee ie floored ee , . ego? Sod dre 2 iv 
bar Tan Jeg eat BG Pe ES: \ 16 , be PRY | -* ihe ‘ i 4 Wie ALS *] TX “ * a fe 5 = A J 


a i 4 


~ 19353. - Mr. Harries 


Q@. Well, I mean it would be pretty self-evident, 
wouldn't it, that the same rates apply, it would be pretty 
self-evident? 

A. It depends. I don't know what part of the 
traffic the C.N. move or anything. I think there is 
certainly the. possibility. 

Oe) Jawes not getting down to percentages. I mean, 
one might take 40% and one 60% of the grain, but whatever 
grain the Canadian National did carry, the same burden, 
if there is a burden, rests on them. That is one place 
where the burden is resting. It is not on one of the 
contracting parties? 

Peete t. 1S Pion. 

Q. Unless you could say that because the Government 
owns the Canadian National it is bearing the burden in 
that way. 

A. I think that might be a possibility, yes, sir. 

Ws Then, if you are sticking strictly to-the 
contract there (because it seems to me you are in that 
case) one of the contracting parties has certainly changed 
bhe terme of the contract... 

A. Well, speaking about a contract, I would look 
on the 1925 amendment as a sort of determination, as a 
revision certainly, of the contract. They gave up certain 
things and they got certain things, so that is the result 
of the contract, I would say. That is what I would be 
referring to when I speak of a contract, not the original 
document. That is loosely and poorly phrased. 

Q. It is the 1925 Statute to which you refer here? 

As Yes. 

COMMISSIONER ANGUS: Would you say that if a 
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Government makes a contract with Someone and for some 
reason, perhaps the Government's own financial policy, 
that contract becomes more Oppressive and burdensome and 
more onerous than had been anticipated, are you saying 
that it is wrong for the Government to revise it, re- 
negotiate it? 

a, Oh’; no’ 

Q. But you say the burden must surely fall upon 
the railway company? 

A. Well, as I understood Tt; “you said, 42 1t 
was more burdensome than anticipated and so on. As far 
as the Crow's Nest agreement is concerned, I have never 
Seen any evidence that would indicate that. 

Q. No, I gather that that is not admitted, that is 
in dispute as to whether it has become more onerous; but 
if it had would this apply, that the burden must surely 
fall on the shareholders? 

‘A. If the burden results from the actions of 
the Government itself, you mean? 

Q. Is inflation an act of the Government? 

A. To some extent, yes. 

Q. Well, I mean if a situation results in which es 
Seems that the contract might, shall we say, reasonably 
be re-negotiated, do you think that some third party 
benefitting under it has a right to say "no, that must 
not be re-negotiated"? 

A. If you just have one party that is complaining 
about it, I would look pretty long and hard at it before 
I said that there would be justification in re-negotiating 
it. If I could see that both parties, if it was generally 


agreed that it should be re-negotiated, that would be 
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all right; but in most contracts I suppose there is always 
one party that could see better terms after the contract 
had been in force for a while. 

Q. No doubt one party takes the initiative in 
asking that it should be re-negotiated, but must the 
other party automatically say “no"? 

A. I don't know. It doesn't seem to me there is 
much sense in having a contract if you are going to 
change it. 

Q. Even if conditions change? 

Hine Wedd’ # if AG could.be demonstrated by a very 
compelling reason, yes, they might be negotiated. 

Q. To take one example. Suppose the inflation 
had been in the order of 10:1, would you consider that 
that justified negotiation - the sort Of inkietion wheat 
has occurred in France? 

A. That may be a factor, sir. as think you could 
not just say "yes" or "no". 

Q. But it might be, put it that way. 

AAeelte might, yes, ia. 

COMMISSIONER INNIS: @Q. I am really asking for 
legal advice on this question, but such a contract as is 
outlined in this paragraph, is that on all fours with 
the ordinary type of contract? 

A..1I am afraid, sir, I don't know enough’ to 
answer that question. 

Q. After all, isn't it primarily a Statute rather 
than a contract? The contract is embodied in the Statute, 
but it is the power of Parliament which decides? 

A. Yes, I think that would certainly make it 


different from an ordinary one. 
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Q. Do you think you would be willing to change 
your interpretation of the contract under those circum- 
stances? 

A. The reason I put this in here is because it 
Seems to me that under this Crow's Nest agreement, as 
Soon as the Western Canadian farmer Started to get any 
benefit out of the contract -_ at the end of the first 
World War it was removed and in 1925 it was put back in, 
and we have listened for twenty-five years to the low 
grain rates and so on on behalf of the railways. I 
cannot see the sense of making it in the first place if 
the first time it starts to pinch a little bit you are 
going to remove it. I mean, it doesn't just seem to be 
Sensible, and that is the idea we are trying to get 
across here. 

Q@. I think you are inclined to make the Canadian 
Pacific something equal to the Government, and after all 
the Canadian Pacific is a creature of the Government 
itself. The Act set up the Canadian Pacific Railway. 
However, go on. 

MR. COVERT: The real difficulty that I had 
with this, Mr. Harries, was when you say that the financial 
burden should be passed along to the railway or the 
shareholders; because it is conceivable that it might 
reach a position where it cannot be, and it seemed to me 
that the real point is, if the railway must continue as 
a private enterprise, then it may be that you cannot 
pass it along to the company or the shareholders. Now, 
what do you do in a case like that in considering the 
analogy that you had here? 

A. I think if the corporation was going to go into 
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receivership or be bankrupt and so on, then that might 
terminate the contract all right. 

Q. That is my point. Do you say that these rates 
must stay at this and if they are losing rates, that then 
because the company, and the company through its share- 
holders, made this contract, that they must stand Dy at 
and if necessary they must go into bankruptcy or receiver- 
Ship before this contract is altered?..,.Do.you carry it 
that far? 

A. I.think it should get very nearly to that point. 

COMMISSIONER ANGUS: Mr. Harries, how would 
you assess the burden? I gather you Say there is not a 
financial burden; the railway says there is. Now, if 
the burden, supposing there is one, 18+ to, fadl, on, the 
Shareholders, it must be measured. Does that mean that 
the Board in a rate application would say: "Reasonable 
rates are so much, the Crow's Nest rates are so much 
lower. The burden on the railway is X. We will take 
the requirements of the railway, deduct X and give them 
the remainder"? 

A. I think that would have its effect on the rate 
Or return, and..so.on, yes, L,think. so. 

2. That would involve an assessment - do we call 
them normal rates? - true, to the prejudice of the railway, 
not to its benefit; but it would involve the same process 
of assessment, wouldn't it? 

A. Well, it would involve the process of assess- 


ment such as the railway did in its compensatory study. 


Q. < don't mean that it is impossible, but I mean 
it would be a function of the Board, in your judgment, to 


make such an assessment, either to say the financial burden 
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is zero and therefore we needn't bother, or the financial 
burden is positive and is Xs Ghenatepe we are going to give 
the railways its requirements minus xX. 

A. I think it can be done in the same way as they 
determine all the requirements, and this would be one 
factor in the requirements or a deduction from the 
requirements. 

Q. And you would have to calculate it before 
deducting it? 

A. The railway, as they do with these others. 

MR. COVERT: Q. There igs Just one other thing, 
Mr. Harries. The question arose yesterday about rates 
today which move traffic at a charge below the level which 
pertained in 1897, and this is referred to at page 27. 
I think you gave one example as being some transcontinental 
rates? 

A. Yes. 

Q. And were there others, other examples that you 
had? 

Standard 

A. Well, the/rates that would apply east of 
Revelstoke to Canmore today would be less than the rates 
Which applied to that same movement in 1897. 

Q. Could you explain why that is? 

A. Well, the rate for 1897 first class for one 
hundred miles would be (if my memory serves me right) 
$1.08. Today that same one hundred miles east of Revelstoke 
would be somewhere in the neighborhood of 96 cents. The 
reason for it is because theyhad higher rates in 1897 from 
Revelstoke east than they have today. 

MR. O'DONNELL: What about the mountain 


differential? 
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THE WITNESS: The mountain differential? Those 
were the rates which were paid. 

Mh -SOVERT 2° Oey want to get on the 
record is why it was, and I think you have told us. 
First, the rates - that was in Pacific territory was it? 

An Yes; sir; 

Q. And there was the mountain differential 
applied, and I Suppose at that time in the Pacific 

would be 

territory / higher there than they were later on? 

A. They were twice what the Prairie scales were. 

Q. So there may be rates in effect today, you 
Say, that are below the level of what pertained in 
1897, and that would be mostly in that territory? 

A. Those are the only standard rates that I know 
of that would be lower. Ags I Say, then there are 
competitive rates which are lower. 


Q Mr. O'Donnell asks if they would be trans- 


continental competitive rates? 
A. Well, there would be some transcontinental 
competitive rates. I have not checked the Carlits. Duc 


I would not be surprised that there are other competitive 


rates. 
MR. O'DONNELL: But you don't know. 


THE CHAIRMAN: Transcontinental competitive 
rates, are they lower now than they were in 1897? 
A. JI think there are some of them that would be. 
MR. SINCLAIR: Which ones? 
THE WITNESS: Canned goods at $1.40 today's 


rate, Mr.’ Sinclair. 


MR. SINCLAIR: JI understand the statement 


has been made, and I said last night I think this is 
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most important, and if the witness has any examples I 
wish he would give them to us, because our traffic 
officers have advised me that if you make a proper 
comparison - we have looked for this to see whether 
this statement in the Brief can be Supported, and we 
cannot find it to support that statement. 
THE CHAIRMAN: What statement have you in 
mind? 
MR. SINCLAIR: The statement made by the 
provinces in the Brief that Mr. Covert is referring -to. 
THE CHAIRMAN: What page? 
MR. COVERT: It says, sir, at page 27 in the 
Second paragraph, the fourth line down in the second 
paragraph: - 
"There are rates today which move 
traffic at a charge below the level which 
pertained in 1897. Certain eee and 
truck competitive rates, for example, are 
well below their 1897 level. The grain 


rates are far from unique.” 


(Page 19461 follows) 
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My understanding, Mr, Chairman, is that they say here 


is an 1897 statute. It has been alleged that since it was 
put into effect in 1897 it had a rate of 3 cents lower 
than the 1897 level, and that prima facie that is an unreas-~ 
onable rate. They say that disappears because here we 
can show you other rates that are well below the 1897 level. 
I do not know how important it is but it is a matter of 
interest to see whether or not that is so. If there was a 
large number of rates that were below the 1897 level perhaps 
that would be -- 
MR. SINCLAIR: Would it help the Commission if 

Mr. Jefferson made a check on these trans-continental rates 
to see if he can find how many there were or if there were 
any, and advise the Commission. I think he could do it. 
He does not know whether the tariffs are Available right here 
now. 

MR. O'DONNELL: Isn't it the other way around? 
The allegation is Mr. Harries and I think he would be the one 
to establish the evidence. He says he has not checked. 

MR, COVERT: I do not think we care where we get it 
&@as long as we get it. 

MR. SINClair; We say there are none, 

THE CHAIRMAN: Perhaps you might co-operate, 

MR. SINCLAIR: We say there are ine but we will make 
& careful check just to support our statement. 

MR. COVERT: That is all I have. 

THE WITNESS: I would like to say that I have not 
Checked the trans=contirental tariff, but if you want one 
example, the rate on canned goods today is $1.40 to move from 
Toronto to Vancouver, and if you were moving canned goods 


from Toronto to Vancouver in 1897 you would pay more than 


$1.40 a hundred pounds. 
MR. SINCLAIR: That is not comparing like with like, 
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MR. FRAWLEY: That is what you say. We are simply 
telling you what the rates were. You argue it out whether 

it is comparable or not. 

THE WITNESS : The statement which Wwe sought to 
test here was the one that it 45 an obviously unreasonable 
rate. It is not obvious if there are other rates, 
Certainly one is a competitive rate and the other was a 
standard rate. That is all right, but when a man pays his 
freight he does not look to see whether the railways call 
it a competitive rate ora standard rate. He pays out 
$1.40, and he paid out more than that in 1897. 

MR. COVERT: Q. Just to Clear that up, Mr, Harries, 
you say in 1897 canned goods were higher? 

A. Yes, 

Q. I suppose there was no Panama Canal then? 

A. No, that is PLENtS 

Q. And the argument now is the trans-continental rate is 
a competitive rate and that is why it is lower, and if 
you didn't have a competitive rate it would be perhaps 
higher than it was in 1897? 

A. I do not think there is any doubt about it but the 
Statement that it is obviously unreasonable just does not 
follow. 

MR. .FRAWLEY: There is nothing secret about what 
we say because in plain language we say that certain water 
and truck competitive rates, for exampis, are well below 
their 1897 level. The witness says that if a man was ship - 

Ding a car of canned goods from Toronto to Vancouver in 1897 
he would pay X cents per hundred pounds. We are not 
concerned with what label they want to put on these tariffs, 
Today he pays $1.40 and he paid more in 1897. If Mr, 
Jefferson is only goingito make up a statement in which he 


will endeavour to show that in 1897 there was no Panama 
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Canal and therefore there was no competition, no competitive 
rate, as far ag I am concerned I have seen so much of that 
kind of thing that I am not interested in that. 

THE CHAIRMAN: It does not matter how low the rate 
may be now and what reason may be behind the giving of the 
low rate, whatever rate there is is compensatory, 

MR. FRAWLEY: Today. 

THE CHAIRMAN: That is what the railways tell us, 
They have no rates fixed by themselves which are not com-= 
pensatory. 

MR. FRAWLEY: That is right, sir. 

MR. SINCLAIR: I should like to read that sentence 
again. 

"Certain water and truck competitive rates are 

well below their 1897 level". 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: 1897, water and truck competitive 
rates I say is what the statement says. 

THE CHAIRMAN: There were no trucks in 1897. 

MR. O'DONNELL: And no water competition. 

THE CHAIRMAN: Doesn't that mean this, that certain 
rates which exist today, and are low because of water and 
truck competition, are well below what they were in 1897 
when there were no trucks and no Panama Canal? 

MR. SINCLAIR: That may be; we are not challenging 
that. 7 

MR. FRAWLEY: Then our point is admitted, That is 
fine. 

MR. SINCLAIR: What follows from it we will leave 


for argument. 
Commissioner INNIS: I should like to ask one 
further question. Following Mr. Covert's question and 


also Dr, Angus' question, do I infer that you feel that 
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Parliament should be concerned with the continued existence 
of the C.P.R, that is, you sense want them pressed to 
the point of bankruptcy on this? 

THE WITNENSS: Oh no. We have gone on the 
record as saying we thing the C.P.R. should remain under 
private ownership, and so on. 

COMMISSIONER INNIS: @. Do you go further and say 
it should be maintained in 5 particular state of health 
48 a privete enterprise? Mr, Frawley mentioned 4% or 5%, 
perhaps indicating that as being the yardstick of health? 

A. I would certainly go along with whatever state of 
health Mr. Frawley has said he would like to see the 
eras tte 

Q. That PS es far -as, you wild go7 

£.. Yes. 

MR. FRAWLEY: Dr. Innis, I wonder if it would help 
to raise the question as to whether or not this contract 
can be changed by the contracting parties. I have in my 
hand the actual agreement. You will recall the agreement 
was not put into the statute as a schedule, but the actual 
agreement between Her Majesty, Queen Victoria and the Cane 
adian Pacific Railway is dated the 6th day of September, 
1897, and I would suggest that my submission was very well 
taken that Her Majesty or His Majesty or the government of 
Canada and the Canadian Pacific Railway could not change 


this agreementn Parliament would have to change the 


agreement. 
COMMISSIONER INNIS: Yes. 
CROSS=EXAMINATION BY MR. SINCLAIR: 
Q. Yesterday at page 19309 of the transcript you were 


their dealing with the payment made on account of traffic 
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being diverted from west of the breaking point to Fort 
William. You gave the figure that in 1948 the payment was 
only $24,084. I suggest to you, Mr. Harries, thatnwas the 
payment that was made or the loss incurred by the wheat 
board after collecting some $390,000 from the cereal 
import board of Great Britain arising out of diversions. 
Is that correct? 

A. There ba have been payments by the dominion govern- 
ment for feed wheat; that is correct, 

Q. Your figure of $24,084 Only covers the actual amount 
of the diversion charges for higher freight rates that 
could not have been collected by the wheat board from the 
Brietish cereal import board or from the dominion 
government? 

A, It is the net freight paid, yes. 

Q. By the wheat board? 


An Yess 


Q. After collecting these large sums of money - I suggest 


to you $390,000 from the cereal import board and a sum in 
addition to that from the dominion government? 

A. Correct. 

Q. Mr, Harries, you were here during the evidence of 
Mr. Armstrong to this Commission? 

BS Yes. 

Q. You have read the transcript, I take it? 

A. No, as a matter of fact I haven't read it. 

Q. Well, you will recall him dealing with the case in 
which there was 2 reduction on grain rates in the United 
States, and that was followed by an equivalent drop in the 
Chicago market price. Do you remember that instance in 
1929? 

A. Yes, he spoke of it. 
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Q@. Do you know of 2 Similar case in Canada? 
fe NOie 
Q. Do you remember that western Canadian grain rates 
were sharply reduced in 1922? 
A, I remember there was a reduction. 
Q. That was when the Crowsnest level became effective 
again? 
Au (Yess 
Q. There was a drop from 29 cents to 20 cents. 
THE CHAIRMAN: A drop of what? 
MR. SINCLAIR: From 29 cents <= 
THE CHAIRMAN: In what? 
MR. SINCLAIR: In the freight rate on grain to Fort 
William. 


THE WITNESS: From where? 


MR. SINCLAIR: Q. From Regina, taking the average. 
That is shown in the table that was put in in part one of 
your submission? 

Aa. Yes. 

Q@. I take it that amounts to five and a fraction cents 
per bushel ? 

A, Yes. 

Q. It is probably not very fair to ask you, but you can 
tell me if you do not want to answer and I will give you the 
information. Do you remember the course of the Winnipeg 
wheat market at that time, that is, in July, 1922? 

A. I was not taking a very active interest in wheat at 


thet time. 


Q. Have you checked it since? 
A. No, I have not. 


Q. I am instructed that there was a low of $1.29 per 
bushel on June 19, 1922, and the trend of the market was up 
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following that date’ until on July 4th the high point of the 
market was reached, that is, $1.40.7/8% 7 -am instructed 
that following that date there was a fractional fall in 

the market on July 5th, but on July 6th the price went down 
to $1.38 and a fraction and the next day it went down to , 
$1.36 and the next day $1.33, and that was a reversal of the 
trend in the market, 

MR. MACPHERSON: I wonder if my friend could tell 
at the same time whether there were any heavy rains in 
western Canada, 

MR. SINCLAIR: I am 80ing to help Mr, MacPherson in 
just & minute. 

THE CHAIRMAN: Would you tell us again, please, the 
date on which the new rates went into effect? 

MR. SINCLAIR: July 6th. 

THE CHAIRMAN: The new freight rates, 

MR, SINCLAIR: That is right. I say Mr. Harries 
and maybe Mr. MacPherson checked this. I don't know; I 
presume -- 

MR. MACPHERSON: I haven't checkea it. I am simply 
Suggesting that my friend is trying to give evidence in a very 
peculiar way. I am asking him to tell the whole story, 
Whether or not there were any heavy rains in the west at that 
particular time, 

THE CHAIRMAN: He is just showing us this coincidence 
which may mean something or not. The freight rates went down 
and then the price of wheat went down. There may have been 
Other factors of course. We are not excluding them from our 
minds. 

MR. SINCLAIR: Q I put it to you, witness, to 
explain this, that the trend of the market was upward, 
that from the low point on June 19th the trend was upwards 


€nd then when these rates were reduced there was a drop in 
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the market, and I Suggest to you after that drop nee 
upwards again asserted itself so that when you take July 18th 
we are back to $1.37 5/8, 1 suggest to/ that shows that the 
buyer has not reversed the trend of the market but he has 
taken advantage of the reduced freight rates on grain to 
pOry Witdiem. "Do yOu agree with that suggestion? 
A. Oh, I don't know. TI would have to look at it. 
Offhand I would not agree, 
THE CHAIRMAN: That is your theory. 
MR. SINCLAIR: eine 
' THE CHAIRMAN: Is the converse true, that if freight 
rates had gone up instead of down would the price of wheat 
have gone up also an equal amount? 

MR. SINCLAIR: Yes, it woulda have reflected itself 
in the market price as it did down in the United States, 

THE CHAIRMAN: If the freight rate goes up the 
price of wheat goes up and if the freight rate goes down 
the price goes down. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Have you examples of that happening? 

MR. SINCLAIR: Mr, Armsmtong gave the example in 
Chicago of the effect when they put the price down, what 
happened to the market, and the effect of what happened when 
they put it up. 

sTHE CHAIRMAN: Hé gave us that? 

MR. SINCLAIR: Yes. I am suggesting to the witness 
it demonstrates how the buyers take advantage of a lower 
rate, and that the benefit of these lower rates does not go 
to the farmers, You would not agree with that? 


THE WITNESS: No. 
MR. SINCLAIR: Q. Where there is a trend in the 
market and the only difference that I know of is this reduce 


tion in freight rates, and it changes the trend to break 
it for just a short 
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it for just a short period and then the trend continues, 
can you give me any other explanation for that? 

A, I think it may be in factors you don't know but I 
don't know without looking at it very closely. 

Q. You would not think it was remarkable that we have two 
C&aSes where there was a 8reat deal of publicity given to 
& reduction in one factor in one case, and it had an immediate 
reflection on the market. You do not think that has any 
Significance? 

AVL Uaink alas le remarkable thing you can formulate 
& theory on two empirical examples. 

Q. What have you got to contradict them? I am looking 
for information, If you have any give it to me, and I will 
be glad to have it. 

A. Any evidence that your theory is wrong? 

Q. Yes, 

A. I think the onus is on you to prove that the theory is 
right. 

Q. Don't argue with me. If you have got evidence == 

MR. FRAWLEY: I don't see what other answer he could 


five. 


MR. SINCLAIR: Q. I am asking you if you have any 
evidence. 
A. To prove your theory? 
Q. To explain these market reactions in the periods == 
A. I told you I haven't examined them. 
Q. You din't think it was worth while examining the example 


8iven by Mr. Armstrong? 
Ay No, that is not right. 
THE CHAIRMAN: Would you please refresh our memory 
what particular freight rates did go down at that time? 
MR. SINCLAIR: The Hoover admingtstration in 1929 asked 


the railways to make a voluntary reduction on wheat to seaboard, 
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THE CHAIRMAN: To the Atlantic? 

MR. .SINCLAIR: Yes, | 

THE CHAIRMAN: All ports? 

MR. SINCLAIR: To all export ports. They did that, 
and it was a matter that was given wide publicity, and the 
market, from the evidence given by Mr. Armstrong, reacted 
to take up the amount of the reduction by falling and 
reversing the trend for a short period, and the trend 
continued but at a lower level. 

THE CHAIRMAN: That becams effective in Winnipeg 
as in Chicago? 

MR. SINCLAIR: Pardon? 

THE CHAIRMAN: The market lowered all over 
North America, did it not? 

MR. SINCLAIR: I have checked it on the Chicago 
wheat mar.tet. That is where the reaction was taking place, 
because it was the effectiveness of the production and 
exporting of American grain we were deciene With. 

COMMISSIONER INNIS: This is in Mr, Armstrong's 
book. 

MR. SINCLAIR: And also in his evidence here; he 
explained it here when he was on the stand. 

‘THE CHAIRMAN: I think we were more concerned about 
the Canadian situation. 

MR. SINCLAIR: After that was given, I may say =~ 

THE CHAIRMAN: There was no such reduction in 
Canada? 

MR. SINCLAIR: After that took place we made some 
investigations to see if this same reaction took place in 


Canada in 1922 when the Crowsnest Pass rates -- 


THE CHAIRMAN: I was presently asking you whether 
you looked to see whether there was 4 Similar reaction in 


Canada in 1929 when these rates were loweredin the United 
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States. 
MR. SINCLAIR: I haven't checked that, my lord. 
THE CHAIRMAN: Mr, Armstrong didn't go that far, 
MR, SINCLAIR: No, not as far as I know. 
THE CHAIRMAN: All right. It is not hard, to ascer-= 
tain. 


MR. SINCLAIR: No. 

MR, FRAWLEY: Your lordship will recall Mr. Arm- 
strong did not go into this July, 1922, instance at 
Winnipeg when he was on the stand. He contented himself 
with the Chicago example. 

MR. SINCLAIR: As I have just advised the 
Commission, Mr. Frawley, I asked for the information to 
be developed, and now I have it for crosseexamination of 
these experts who have been brought forward by the 
provinces on grain marketing. 

THE CHAIRMAN: It seems to me that the case would 
be more complete if in addition to showing that the lower- 
ing of rates brings down the price you also had similar 
examoles to show that the raising of rates puts up the 
price. If it is a constant rule it would operate both ways. 

MR, SINCLAIR: I put to Dr. Britnell yesterday 
the effect on the average price of grain on the grain market 
during the ° periods when freight rates were going up, 
that is, 1918, 1920, 1921. I put that to him yesterday 
and he agreed with me that even though rates had gone up 
that that had not adversely or ruinously affected western 


agriculture. 


THRE CHAIRMAN: That is not the point:.. The point 


is did it affect the price of wheat to the same extent when 


freight rates went up? 


MR, SINCLAIR: Of course in those periods there was 


controlled” marketing. 
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THE CHAIRMAN: Your theory is that the transpose tate 
costs are entirely paid by the purchasers of wheat overseas, 

MR. SINCLAIR: Yes, 

THE CHAIRMAN: And that the rates become a part of 
the price. 

MR. SINCLAIR: Yes, 

THE CHAIRMAN: You say that must be true by giving 
us one instance of where on this occasion when rates when 
down prices went down, 

MR. SINCLAIR: Yes, 

THE CHAIRMAN: For a short term. 

MR. SINCLAIR: The trend continued though. 

THE CHAIRMAN: How? 

MR. SINCLAIR: The trend, my lord, was upwards, 
and the trend continued upwards but at a lower level. 

THE CHAIRMAN: At a lower level than what? 

MR. SINCLAIR: Than it was at before the reduction 
took place. The trend was this way, and all that happened 
was that the rates went down and the trend continued. 

THE CHAIRMAN: It resumed. That is only half the 
case. Can you say also that when rates are increased that 
the price goes up and that the trend changes? 

MR. SINCLAIR: Unfortunately for the Canadian . 
Pacific and the railways of Canada, the only examples that 
we have of grain rates going up are in the period 1918 to 
1921 when there was government control, and so we gave you 
exémples in the United States where wheat did have market 
forces acting. These things are difficult to find because 
of the fact that the Canadian railways from 1925 have been 
unable to do anything with their rates on grain beczuse they 
have stayed there at one fixed level no matter what happen- 
ed to the market. 

THE CHAIRMAN: Did the American rates also remain 


at a fixed level? 
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MR. SINCLAIR: The reaction of the American rates 
Was sho'wn in our appendix to part one of the brief at page 
90. It shows the history of the rates on wheat in Canada 
and the United States from 1898 to 1949 comparing Whately, 
Montana to Duluth with Regina to Fort William. It shows 
in the United States that during the period 1922 7 fo" 1952 
the rate in the United States was stable. It came down a 


little in 1932 and in 1933 went back up again to the 1922 


level. 

THE CHAIRMAN: When did it come back again? 

MR. SINCLAIR: 1933, 1934, 1935. 

THE CHAIRMAN: Did that going back affect the price 
of wheat? 


MR. SINCLAIR: The difference there, my lord, I 
would say is about half a cent. It is pretty stable there 
from 1922 to 1938, and then we have the American rates 
going up a small nouns in 1938 and not starting their 
real rise until we get into the war period until now the 
rate is up over 20 cents from the level. of the 20's, 

COMMISSIONER INNIS: Isn't the truth of the matter 
that you have such an exceedingly complex situation in the 
wheat market that it would be very very difficult to deter= 
mine what factors were affecting it? 

MR. SINCLAIR: I agree it is difficult, Dry innis; 
very difficult, but the point that I make =o and I do not 
want to take up time arguing it now -= is that there have 
been statements from the provinces made here that the farmer 

pays the transportation cost on grain. We had Dr. Britnell 
sayang yesterday that he pays the transportation cost right 
from his farm to Europe; he pays it all. We have had other 
people who kind of left the impression that many at least 
h@ve only paid one segment of the cost, only to Fort William. 


Of course Dr. Britnell then said he tends to pay it. 
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He said yesterday in a complete sellers! marke the would not 
pay it, he would not pay any, and in @ complete buyers! 
market - and I think he took a rather oe ed ee view of a 
buyers! market when you put the price down to zero -- 
he seid that in a complete buyers! market that the buyer 
would pay all transportation costs. I think it is only 
logical to assume, as Mr. Armstrong said, that there are 
variations in between those two, and that the farmers may 
heave paid some part of it. 

COMMISSIONER INNIS: All that you have said 
illustrates the point of the conflicting views, and even 
the omniscience of Mr, Armstrong does not seem to be able 


to penetrate it. 
MR. SINCLAIR: No, but I thought it was helpful 


to draw it to the attention of the Commission, and I have 
very remarkable instances to support the theory we have 
and until somebody can come forward with some examples 
that show them not to be sound I think they have probative 
value and that they should be given weight. 
THE CHAIRMAN: You have not shown any increases. 

MR, ,.SINCLAIR: It is difficult to do so bec&use 
we have been in the unfortunate position that we could not 
get rates up no matter what the cost of supplying the 
service is. I would feel confident if we had had an 
Opportunity to raise the rates we would have been able to 
give you other examples. | 

COMMISSIONER INNIS: It is too bad we could not have 
that experiment..carried out. 

MR. COVERT: I was wondering if something like 
this could be done, if they could take the total rate over 
the period of years, not just the Crowsnest rate but the 
total rate from the farmer. to the world market and show 


where there had been varying prices up and down, with that 
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Crowsnest rate being Only one part of it, 

MR, SINCLAIR: The difficulty with that ~ and that 
thought occurred to me == was how am I going to get the rate. 
It is a tremendous job to get the rates on ocean liners, 

tremendous 
mid. itiis.a . / job to find out what the rate is on the 
first segment from the farm to the elevators. Then I have 
the difficulty of finding how the traffic moves, rail, lake-= 
rail or all water to Montreal. If Mr. Covert has some simple 
way for me to conduct this experiment I will be glad if he 
would tell me. . 

MR. COVERT: I have no simple wey. I thought with the 
talent we have her from the west and the Canadian Pacific 
that the Canadian Pacific over a period of years surely would 
have some information like that. If it is important, Mr, 
Chairman, that there be shown some relation between the 
freight rate and the price I would have thought that over 
a period of years there would have records kept by someone, 
especially in the business. . i 

MR. FRAWLEY: If it was fish we would have it all right. 

MR. COVERT; You bet your life. 

THE CHAIRMAN: There must be some rélation because 
the price is always different at the extremity of the line 
than what it is at home. The question is who bears the burden 
of the intervening cost. We have two very positive assertions 
in both cases made by experts. We have one class saying 
that it is the producer in western Canada who pays the trans-~ 
portation’. and the other class on the other side of the water 


saying that is nonsense, that they pay it. 
MR. COVERT: We want an expert in between. 


THE CHAIRMAN: The point is who is right. I think 
Mr. Armstrong towards the end of his evidence summed it up 


this way, that in some cases they both contributed to paying 


the transportation cost. 


(oe BOM 


‘hs ae 


Pm ree. 


5 a y 
- 


as 


? 


ey BUEN ry, 
d dah oot tre 


d yakowt i ‘ne ant “BBW: nm : , 
haw 
ae Fl 98, ‘6d Ast shabaatyee: aoa gt, 
* aun rent: 7 

Nice tde -BakY otldob. Sek AR ib 


of sama sit ‘Mott troamake test: 


» 
<3 


ontat- wast Gert bine to 


F 


", Igett nom 


ids ~t =F Fake : if 


nt 


2 ow oma 


oue.02 Toad ons Rawk atid: yey 4¢ 


TSR LAE eee < ey ved 
ii 


— 
cd ts 
abies pie 


7 see T ee res ye ap = 
2) ak Hae 6 Fe Dee 


y ; 
a ee 
Paki, + 


onig* baw 


“he By Saar a ant. SEN SRG OnE: an teat nah 


/ ‘\s i waa te ot) Se z Poa Re i (ne. daaw OW! ‘ faaeiie ; Sip 4) 
vb niger 


) 4 at ir 


meee 


2m 


rt 4 


: 
5 


oS sites 6 oF iG oath 


* 
0 


¥ 
nontve. say 


q 


t =, he 


- : CM ge ’ : a 
+, a ih 


- 19375 A~- = Mr, Harries, ‘Cr-ox 


LMR. SINCLAIR: Yes. 
THE CHAIRMAN: Is that right, Mr. Armstrong? 


MR. ARMSTRONG: Yes, in certain instances the 
zi farmer pays some part of the do8b. 


(Page 19376 follows) 
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THE CHAIRMAN: Is that right, Mr. Armstrong? 

MR. ARMSTRONG: Yes. In certain circumstances the 
farmer pays some vart of the cost. 

Mis SINCLAIR: I. think Dr. Lockiin - and he was a 
provincial witness, a provincial expert - said that the 
farmer was subject to the same economic laws as any other 
person; and as to this statement that the farmer paid the 
freight on everything he bought and everything he sold, 
he said it just was not sound. 

THE CHAIRMAN: You can reflect on. it for a few minutes. 
We shall take a recess, 

--After recess. 

MR. SINCLAIR: Q, I have a few questionsin relation to 
your brief, Mr. Harries. On page 21, at the bottom of the 
page - and this was commented on yesterday to some extent - 
you say that"for the past fifty years a large segment of 
the rate structure has virtually been removed from the 
Jurisdiction of the board." 

THE CHAIRMAN: What page is that? 

MR. SINCLAIR: Page 21, at the bottom, my lord. The te 
Statement to which I am directing ottention is: "...for bbe 
fifty years a large segment of the rate structure has 
virtually been removed from the jurisdiction of the Board," 

From the context, I would take it that you are 
referring tothe special and competitive rate? 

A SS 

Q. You would agree, would you not, that no Shipper 
today can question before the board the compensatory nature 
of the grain rates? 

A. That is right. 

Q. But all that Shipper can question before the board 
is the compegsatory nature of any special or competitive 
rate, Is that correct? 


THE CHAIRMAN: What is your point, Mr. Sinclair? 
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MR. SINCLAIR: I Said, and the witness agreed , that 
no shipper could question before the Board of Transport 
Commissioners the compensatory nature of the grain rates. 
The answer was "yes". I then asked him -- 
THE CHAIRMAN: Yes; because that is fixed by statute. 
MR. SINCLAIR: That is right. I then asked him was it 
not true that all a Shipper can question before the board 
is the compensatory nature of any Special or competitive 
rate. 
Q. What is the answer? 
was 
A, The reference I made yestertay to Volume 17, 
page 3265, where the board said they were not concerned 
with the reasonableness of the competitive rates. I am not 
sure just what that means, whether it would mean that they 
are not concerned with whether they are compensatory or not. 
Q@> You know, of course, that that is not right, do you 
not? You know that the board is concerned with the 
compensatory nature of the rates, and that no rate is 
reasonable that does not pay. 
MR. FRAWLEY: With respect, Mr. Chairman, I think my 
learned friend is pursuing a legal question with the witness. 
MR. SINCLAIR: He raised the matter yesterday .: 1 did 
not expect to ask him any questions on it. I thought it 
was a matter for argument, but he apparently felt competent 
to deal with the matter by his evidence yesterday. 
THE CHAIRMAN: Has the board ever made any declaration 
to that effect? 
MR. SINCLAIR: It has taken the position -- 
THE CHAIRMAN: I know that in the United States the 
Interstate Commerce Commission has, because I have read 
a decision and they have said: "This rate is not compensa- 
tory; therefore you must put it up." 


MR. SINCLAIR: Yes. 
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THE CHAIRMAN: Have you anything here on that? 

MR. SINCLAIR: We prepared a memorandum, and Mr. Evans 
put it on the record, as to the factors that were taken into 
account in assessing just and reasonable mateds Mr.Jefferson, 
when giving his evidence, also discussed the factors that 
were used in setting rates. In view of what the witness said 
yesterday, I thought it was only proper for me to pursue 
this subject with him. 

MR. FRAWLEY: Mr. Sinclair asks the witness is a person 
not today free to complain to the board with respect to the 
compensatory nature or otherwise of a competitive rate, I 
Suggest to my friend that he indicate to us where the board 
has, in any circumstances, thrown out, Suspended or dis- 
allowed a competitive rate upon the simple ground that it 
was non-compensatory. My reading has not turned that up; 
but my friend's reading is much more extensive than mine, 
and perhaps he can point to a case where the board has, on 
the application of a Shipper, or on its own motion, disallow- 
ed a competitive rate because it was non-compensatory. 

THE CHAIRMAN: If Mr. Harries cannot answer the question, 
he can tell us so. 

MR. SINCLAIR: That is the point. If he develops the 
point and starts to deal with it in ehief, I thinkvtt-is8 
only right for me to see where he wants to go, how far he 


Can go and how great his knowledge of the matter is. If 


he says he does not me I am quite prepared to take his 
answer, 
THE CHAIRMAN: What this brief says at page 21 is 
",..for the past fifty years a large segment of 
the rate structure has virtually been removed from 
i 


the jurisdiction of the Board. 


What is that section of the rate structure? Is that these 


Crow's Nest Pass rates? 


; | asta al bli 
“ ait -; alle ee is Sabb 


a ‘ 
‘| é i 7 | autre 
Valgy'? re We Ay 


Say ie egOny atid. pebepbenh eis nonbiebys, sien 


i ta FOL 
zy dain eae tacit ap wety AD “sbate pe eae Bee ay 


i ‘4 i) 


3 1 fs haa uhh ; tile es ae 
sarin ot ea et nanotg wie ee, sd Satya i pei 


, 2 
7 i 
+ 
At fc Sa 


RE i aA ba Me av eanna ” | oti, aviw gootdue etd ” 
ut eye art es yay Sagi ‘) pty ii 
oq) 6 Bt anon ie ane glee bp ake Par VSIA |, 


i 


adade GIN Damned ost? 3 “Astanoe! oe eet one 8) 
4 STB atta idogan a tu oaiimadiog es pass yrodeanaqmay 


* AUS BY og eae tbat | ott vent basta ve 8 Carat 


aii 


ko awed, 2 a Aa amy pbs ete "ak. (aa 


COTE SEC ST AOL ORR of. wwithteqmos rs tween 


Demy Pod ant yatbeed xi -Piodsensqmod-96 Rae 
Le of sy ae 
VARS eS enon oun BA aetne at atbnete. Lal ba 
ph a AIT, 
wo. 


BOG, Oe atone RED Os trtoq go 2G aqerdeeq Lal 
bya oe ane Petpet er # i oP + on ‘ 

Le OM £1Wi9 aa t ic 40 emer tee 8 Ae aottsot igus sat 
nod (enagsion-mon asw Pe euRoR Stee avid tteqaas « te 


< 
‘ 


TW Sid cee vl Ms ES f we os, iia bi oo hy = . : aM Aad cll 


<i 


p Che. Bu Ehes nso, ony 


A SHheG ead ef tear sATATOMES, ei, 


A 


a4 Atiw, Teob of 9 txsta baie eatog 


ataiew ait adhd ave) oF pat 0% Seg v 


Sabokwbent: gen wee OXG yor ons. 98 


ihe 


\ ' ") ‘ive 


van fay vn 


Taaged od tp Me i ‘ea ton asab ait aESe | 
ages ie te! “agen. Morag Petites MANET ABD, iy | 

Le Heroagee, dete, Tr anes wake. sot A 
ae bowarion send wiaugaty, ast iret itn. ote | 


. nis aan 
“28a, Pads! 'ek 


eas ue 


-19379- oe: Hu Harries 
r-ex 


MR. SINCLAIR: No. He was at the time speaking of 
competitive rates. 1 established that with him in my 
first question. Then I was going to discuss this with him, 
If he is not prepared to discuss Lt, that is-fine: 
THE CHAIRMAN: As a matter of fact, there is an appeal 
to the board against any rate that is granted or that the 
railways may grant, on the ground of discrimination and so on. 
MR, FRAWLEY: That is right. 
MR. SINCLAIR: And that they are not just and reasonable, 
MR. CRAWLEY: No, no, 
THE CHAIRMAN: Just a minute, Mr, Sinclair; in so farAas 
mates that are 
/ "Just and reasonable" ape concerned, you have the section 
of the Railway Act, Section 325, which Says that it shall 
be the duty of the board to fix and maintain rates which 
are just and reasonable. That is one thing. 
MR. SINCLAIR: Yes. 
THE CHAIRMAN: But if anybody wishes to complain about 
@ rate in so far as it affects him, what else can he do 
than show unjust discrimination against him or discrimination? 
MR. SINCLAIR: He can show that a rate is unjust 
Or unreasonable if it does not meet the cost of providing @ 
the movement. 
THE CHAIRMAN: If it does not what? 
MR. SINCLAIR: Does not meet and give something more 
towards constant expenses, the cost of providing the 


movement, 
THE CHAIRMAN: Show that the railway is giving a 


rate so low that it is not meeting its requirements? | 
MR. SINCLAIR: If he can. I Say he cannot, 
THE CHAIRMAN: How can he ever do that? 
MR. SINCLAIR: That is why I am pointing upthe distimet in. 
THE CHAIRMAN: What distinction? 
MR. SINCLAIR: He says in this brief, or the western 


Provinces say that there has been a segment removed from 
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the jurisdiction of the board, or virtually removed; and he 
Says "Contrast that with our neni eae 

THE CHAIRMAN: He says "has virtuallyteen removed". He 
means this, that the board sets a ceiling and beneath that 
ceiling you grant low rates. But Mr. Jefferson told us 
there is less than five percent of the traffic of the 
country that moves on ceiling rates, 

MR. SINCLAIR: Quite so. 

THE CHAIRMAN: That is because the railways give 
lower rates than the ceiling rates, 

MR. SINCLAIR: Quite so. 

THE CHAIRMAN: And some of the commodity rates and 
others are competitive rates. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: If the competitive rate does not affect 
Somebody prejudicially, how can he appeal? It is a case 
of reductio ad absurdun. 

MR. SINCLAIR: But if the rate is unreasonably low 
in the sense that it does not meet the cost of the movement 
and provide Something additional, the railways -- 

THE CHAIRMAN: Wpo then is affected? Not that parti- 
cular shipper. 

MR. SINCLAIR: Not that one, bUL all other shippers 
are because they have to pay higher rates than they 
Otherwise would have to pay. 

THE CHAIRMAN: What are they going to do? 

MR. SINCLAIR: Complain to the board, point out 
that the rate is unreasonably low ; and they have that 
power under Section 325 to raise it. 

THE CHAIRMAN: Have you any particular case in 
mind, Mr. Sinclair? Have you a single case you can 
cite, since there has been a board, in which any attcmpt 


has been made to do that? 
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MR. SINCLAIR: The answer to that, of course, is that 
I do not know of one; because it is not the principle of 
the railways to put in those rates. 

THE CHAIRMAN: I think you would know of it if there 
had been one. | 

MR. SINCLAIR: But, my lord, the reason why there is 
not one is’ the policy of the railways. The traffic policy 
of the railways is not to put in rates that are unremunerative. 

THE CHAIRMAN: Do you Suggest that? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: We accept if. 

MR. SINCLAIR: That is why I cannot point to a case. 

THE CHAIRMAN: That is not the point. This brief says 
that a part of the rate structure "has virtually been 
removed" -- not legally but in practice -- "from the juris- 
diction of the board. Do you think that is an exaggerated 
Statement? 

MR. SINCLAIR: I certainly do. 

THE CHAIRMAN: You do? 

MR. SINCLAIR: I certainly do; and I Say it is 
insupportable. 

THE WITNESS: I am quite prepared to try to defend 


2c, Mr. Sinclair. 


THE CHAIRMAN: You say that you, I or anybody else 
could go to the board and say that the Canadian rect oie 
Railway has a rate in effect in British Columbia or in 
Nova Scotia which is not competitive, and complain of that? 

MR. SINCLAIR: That is not compensatory. 

THE CHAIRMAN: Not compensatory, I mean. 

MR. SINCLAIR: I do. 

THE CHAIRMAN: Perhaps I could. But as I Say, has 


anybody ever done it? 
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MR. SINCLAIR: No. The point is this. The statement 
is that there is a large segment virtually removed from the 
Jurisdiction of the board. [I am Saying that in so far as 
the compensatory nature is concerned, it is not removed. 

THE CHAIRMAN: In practice it is removed. Nobody has 
ever had recourse to it, 

MR. SINCLAIR: When they say "removed" -- 

THE CHAIRMAN: You say that the board is there, and if 
any of these rates are unreasonable because they are too 
low, anybody can complain about it and the board can say, 
"Here, raise those rates"? 

MR. SINCLAIR: Quite so. That rate is not removed from 
the jurisdiction of the board. 

THE CHAIRMAN: No. Perhaps the language is a little 
bit too severe. He says "has virtually been removed". 

I do not know how I should proceed if I wanted to prove 
that you have a rate somewhere that is not compensatory; 
that is, if I was then talking without any particular 
grievance of my own, 

MR. SINCLAIR: If you were the province of Alberta - 
and this is the province of Alberta I am speaking of you 
do not think tray would know how to move? I suggest they 
would know very well. 

THE CHAIRMAN: If they were not affected? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: If they were not affected? 

MR. SINCLAIR: Yes. 

MR. FRAWLEY: Suppose there was a rate in Nova 
Scotia that was too low. Does my friend say here that I 
could go to the Board and be listened to for a minute 
in complaining about that? They would at once say, "Where 
is your detriment?", just as they have said many times. 


THE CHAIRMAN: It strikes me that would be the only 


sensible way to proceed. 
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MR. SINCLAIR: And Mr. Frawley would say, "Oh, it is 
a give-away rate." 

THE CHAIRMAN: Unless there was Some reasonable basis 
to be given, you would have the board doing nothing else 
but examining all your rates in the country, at the behest 
of anybody who is not affected in the Slightest way, to see 
whether they are compensatory or not. What would the end 
of it be? 

MR. SINCLAIR: He would have to make out a case when 
he filed application. 

THE CHAIRMAN: Make out a negative case? 

MR. SINCLAIR: I would not say it is a negative case. 

THE CHAIRMAN: Can you not see the tremendous task 
he would have? 

MR. SINCLAIR: All I am trying to do is to take the 
Railway Act and the jurisprudence of the board and contrast 
it with this statement. 

THE CHAIRMAN: The Railway Act Says that the board shall 
fix just and reasonable rates. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: And the board does that, and then you 
operate beneath it as much as you like. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Provided: , on your own rule, that you 
have no rates which are not compensatory. 

MR. SINCLAIR: Yes; and the board will not allow us 
to have. 

THE CHAIRMAN: Will not allow you to have? 

, MR. SINCLAIR: No. 

THE CHAIRMAN: What cause have you for saying that? 

MR.SINCLAIR: I have the statute. 

THE CHAIRMAN: Yes, I know the statute is there. The prier 
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there, because it is only a person affected who would be 
listened to, it seems to me. 
MR. SINCLAIR: I would still say, with respect -- 
THE CHAIRMAN: That the board will sit down and listen-- 
MR. SINCLAIR: If you can make out a case. 
| THE CHAIRMAN: -- to a resident of Alberta who is 
raising a complaint that a certein rate between Halifax 
and St. John is not compensatory, 

MR. SINCLAIR: Yes. 

MR. FRAWLEY: Oh happy day? 

MR. SHEPARD: If I may, I should like to add that they 
would listen to the resident of Alberta who must find out 
that the rate is not compensatory; and the only way he 
can find that out would be from the railroads. 

THE CHAIRMAN: Is it worth while taking up our time 
on the matter? 

MR. SINCLAIR: The point, my lord, is that the witness 
comes from Alberta, reads this statement, deals with it, 
tries to put an interpretation on it, and quotes from cases. 
I say that he should be prepared to discuss that matter, if 
that evidence is going to have any weight. 

MR. FRAWLEY: He says he is. 

THE CHAIRMAN: How do you want to discuss it? You 
are discussing the legal aspect. 

MR. SINCLAIR: That is what he was discussing yesterday. 

THE CHAIRMAN: This witness is not qualified profession- 
ally to deal with legal matters. 

MR. SINCLAIR: I can only follow the line, in cross- 

examination, that has been opened up by my friend in examina- 
tion in chief, by having the witness deal with it. 

THE CHAIRMAN: Is that not a matter for argument? And 
we are to have argument. 


MR. SINCLAIR: Very well, my lord. 
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THE CHAIRMAN: What I mean is this. The Act is there. 
It speaks for itself. You tell me that you do not know of 
a Single case since 1903 where anybody would go to the 
board with such an application as I Suggested to you. Those 
are facts. 

MR. SINCLAIR: There could be, without my knowing of it; 
but I say as far as I know there is not one; and I give the 
reason why I do not think there have been any. 

THE CHATRMAN: You just say that, as a matter of law, 
any person at all can go to the board and ask the board to 
hear him: 

MR. SINCLAIR: Any shipper. 

THE CHAIRMAN: Any shipper? You have qualified it. 

MR. SINCLAIR: Afny person who has a right to have a 
just and reasonable rate for himself. 

THE CHAIRMAN: Oh, there you are. Byt that is quite 
a different thing. You told me a while ago that any 
resident of Alberta, for instance, could. go to the board -- 

MR. SINCLAIR: Who i8 paying ' freight rates. 

‘THE CHAIRMAN: I beg your pardon? 

MR SINCLAIR: Who is paying freight rates. 

THE CHAIRMAN: Oh, we know that. We are not discussing 
that. 

MR. SINCLAIR: I do not mean on the basis of discrimina- 
tion; I mean any person who is paying freight rates, if 
he is buying peanuts -- 

THE CHAIRMAN: We are all likely to pay freight rates 
at some time or another. I have paid them, 

MR. SINCLAIR: If Mr. Frawley was shipping peanuts -- 

MR. FRAWLEY: From Edmonton to where? 

MR. SINCLAIR: From Claresholnmé to Winnipeg, and he felt 
that there was a rate on fish from St. John -- 


THE CHAIRMAN: A rate untroubled did you.say? 
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MR. SINCLAIR: A rate on fish from St. John to 
Montreal that was non-compensatory to the railroad, I say 
he could go to the board; and if he could make out a case, 
the board under the statute is duty-bound to raise that 


rate to a level that is compensatory. . 


(Page 19390 follows) 
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THE CHAIRMAN: How will he prove that it is not 
compensatory? 

MR SINCLAIR: That is his problem. 

; THE CHAIRMAN: Well, let us assume that is the 
law. 

MR SINCLAIR: That is his problem. I say that 
there are none. 

THE CHAIRMAN: There sre not ony that are not 
compensatory? 

MR SINCLAIR: No, except the ones that we have 
brought out in our brief. 

MR FRAWLEY: That is a big exception. 

MR SINCLAIR: Well, they are, livestock from 
Western Canada and coal from Alberta. 

MR FRAWLEY: How about the at andeast rates or 
something like that? 

MR SINCLAIR: May I ask my fricnd Mr. Frawley -- 
and I think it would be wise at this. time to clarify it, 
because he has mentioned it twice -- whether it is the 
position of Alberta that they would support an application 
from the Canadian Pacific to raise the rate ex lake ports 
to Montreal for grain? 

THE CHAIRMMN: To raise the rates what? 

MR SINCLAIR: Ex lake ports to Montreal. 

MR FRAWLEY: You make the application and I will 

tell you. 

MR SINCLAIR: I am asking now, because you seem to 
get some comfort out of it. I think my friend should either 
mske a statement now or should stop talking about it. 

THE CHAIRMAN: I am not sure thet I have your 
Statement. 

MR SINCLAIR: Mr. Frawley asks about the at and 


east grain rate; that is the rate from say Port McNicoll 
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to Montreal. 

THE CHAIRMAN: What do you call them? 

MR SINCLAIR: At ana east, Atlantic and east, at 
and east grain rates. He has mentioned them on a number 
of occasions. Now, I think it would be very helpful to 
the Commission, and certainly would be helpful to me, Le 
Mr. Frawley could advise now whether Alberta -- and he is 
Speaking for Alberta, and he hag mentioned this a number of 
times, and I presume he has instructions -- would support 
an application of the railways to raise the at and east 
grain rates. 

THE CHAIRMAN: Where do these rates Start? 

MR SINCLAIR: Ex lake ports, my lord. 

THE CHAIRMAN: Ana they go down to Montreal ‘.and 
Halifax and Saint John? 

MR SINCLAIR: That is right. 

THE CHAIRMAN: Well, are you seeking to have those 


rates increased? 


MR FRAWLEY: No, no. 

THE CHAIRMAN: By the way, those rates apply on all 
Srain, wherever it originates in Canada? In Ontario, for 
instance, the same as--- 

MR SINCLAIR: Yes, they are governed by the port 
differentiels, Buffalo-New York, Buffalo-Baltimore. 

THE CHAIRMAN: I mean, they do not only apply to 
western grain, they apply to 311 grain? 

MR SINCLAIR: Well, they sre export rates, 

THE CHAIRMAN: They are export rates? 


MR SINCLAIR: Yes. 
THE CHAIRMAN: I mean, if any wheat were exported 


from Eastern Canada between those same points it woulda get 


the same treatment? 


MR. SINCLAIR: Yes. 
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MR FRAWLEY: You see, my lord, away back in 1946 
we filed e brief with the Transport Board in the 30% Case, 
Just by way of comparing rates in one part of Canada with 
those in another, and we quoted tariff there to show that 
grain moves in Eastern Canada at less ined the Crow's Nest 
Pass grain rates, 

MR SINCLAIR: Whereabouts? 

MR FRAWLEY: The tables were used as far back as 
1937 in a submission prepared for the Province of Alberta, 
called the Case for Alberta, and that was sll gone into in 
1947 before the Transport Board. I have not got those 
tariffs in front of me. 

MR SINCLAIR: Would you like to do it on today's 
rates? 

THE CHAIRMAN: Pardon me. What did you show, Mr. 
Frawley? 

MR FRAWLEY: We showed at that time, quoting the 
tariffs, that grain moved in Eastern Csnada from. a point .<- 
I think we used London, Ontario, and Windsor, Ontario -- to 
Saint John, New Brunswick, I think. 

THE CHAIRMAN: For export? 

MR FRAWLEY: Oh, yes, export; at less than these 
much-maligned Crow's Nest Pass rates which move grain in 
Western Canada. That is all: we Simply showed the comparison. 

MR O'DONNELL: It had changed, though, hadn't it? 
It is much higher today. 

THE CHAIRMAN: That was in 1946? 

MR FRAWLEY: Yes, at the time of the 30% Case. 

MR O'DONNELL: Then they could not raise the rates. 

THE CHAIRMAN: That is when the rates were held down, 
were controlled; is that so? Is that when the rates were 


under control? 
MR FRAWLEY: Oh, no. These were competitive tariffs 
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for carrying grain from points in Western Ontsrio to the 


seacoast, to Saint John. 


MR O'DONNELL: Trade Board Order No. 92 was in 
eiL1ece at. the time: 

MR FRAWLEY: That may be. ‘I was Simply showing--- 

THE CHAIRMAN: Are you complaining about those 
rates, or just Showing them as an illustration? 

MR FRAWLEY: Just as an illustration to Show that 
these rates were not the lowest rates in the world, which 
is the impression the Canadian Pacific seeks to give us, 
that is all. 

THE CHAIRMAN: Have you any material before us 
Showing that? 

MR FRAWLEY: No. These tariffs were not fiteG , 
and, as Mr. O'Donnell says, the situation today may be 
that those rates which I was quoting in 1947 to the 
Transport Board, those Eastern Canadian rates, may have 
gone up, may have taken increases. 

THE CHAIRMAN: Well, Mr. Sinclair, we are tres- 
passing on your time. 

MR SINCLAIR: It is very useful to explore some of 
the statements made by my friend Mr. Frawley. 

THE CHAIRMAN: What about those rates that Mr. 
Frawley refers to? 

MR SINCLAIR: The at and east grain rate today, 
my lord--- 

HIS LORDSHIP: No, he is going back to 1946, 

MR SINCLAIR: That is too far back for the informa- 
tion I have here. 

THE CHAIRMAN: He told us thet those rates which 
then prevailed, under which grain from Ontario was shipped 
to the ports, were lower than the Crow's Nest Pass rates, 


MR SINCLAIR: That is what he says. 
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THE CHAIRMAN: Have you anything to say about 
that? 

MR SINCLAIR: Well, I don't know. I Say today 
that the rate -- and I think this may be useful, seeing 
that it has been raised--- 

THE CHAIRMAN: Couldn't you -- well, I must not 
interrupt you. 

MR SINCLAIR: I am instructed by our traffic 
officer that the information as given by Mr. Frawley is 
not accurate. 

THE CHAIRMAN: Is not accurate? 

MR SINCLAIR: Yes; ana today I think that the at 
and east rate from Port McNicoll to Montreal for export, 
a distance of 449 miles, is 18.17¢, and from Marquette, 
Manitoba -- that is on the Carberry Subdivision of the 
Canadian Pacific -- to Fort William, a distance of 448 
miles, the rate is 15¢. There is comparable distance and 
comparable rates at and east to Montreal. 

Q. In view of the statements made by your counsel, Mr. 
Harries, can you point to any competitive rate in Canada 
where the ton mile earnings are below one half cent per 
mile, as is the case of grain moving on the Crow's Nest 
rates? 

A. I have not examined all to find whether there are 
any. 

Q. Do you think there are any? 

A. I don't know. 

Q. Now, on page 24, in the third paragraph, you are 
dealing with the extensions to commodities other than grain 
and flour of the Crow's Nest rates. I would like first to 
discuss with you bran end middlings. Now, bran and 


middlings move at Crow's Nest rates; that is correct? 
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Q@. Now, is there anything in section 325(5) of the 


Railway Act that requires bran and middlings to move at 


Crow's Nest rates? 

fe “2°00 Not think so. 

Q. You have read that section? 

A. Well, a number of times. I would like to have a 
LOCK at “1. 

Q. Well, I suggest to you that 16 tenet, 

A. Well, I accept your Suggestion. 

THE CHAIRMAN: You say it is not? 

MR SINCLAIR: No, 

MF ‘FRAWLEY: The expression is "grain and flour", 
I suppose that is what my friend refers to. 

MR SINCLAIR: Yes. 

THE CHAIRMAN: What reason is there? TI think it 
is in your brief. Why do you give these lower rates on 
by-products? 

MR SINCLAIR: Well, I think, my lord, that 27 is 
this -- and I think that maybe the witness will agree with 
me -- that it would be practically an insurmountable task 
for the railways to secure a rate on the by-products of the 
milling process higher than the end product -- that LSy UG 
have a rate higher on the by-products, bran and middlings, 
than on flour, And I think that is pointed up very well by 
the fact that the local rates on grain in Western Canada -- 
we have not been able to have them raised, even though the 
Board has jurisdiction, bccause--- 

THE CHAIRMAN: The local rates on grain in Western 
Canada? 

MR SINCLAIR: Yes. 

THE CHAIRMAN; Just about those local rates, what 


are they? To what extent are they affected by the Crow's 


Nest Pass rates? 
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MR SINCLAIR: That is Just what I was going to 
discuss, my lord. Even though the Board has jurisdiction 
over them, they were not raised in the 21% Case, nor were 
they raised in the 20% Case, 

THE CHAIRMAN: You mean not raised by the railway. 

MR SINCLAIR: We tried to have them raised, my 
lord, but the Board took the position that if they were 
raised they would create too great a disparity with the 
Crow's Nest level, and that is one of the points we make. 

THE CHAIRMAN: Pardon me. When you say raised, 
are they now at the Crow's Nest level? 

MR SINCLAIR: Oh, no; they sre considerobly above, 
considerably above, 

THE CHAIRMAN: What do you say then? 

MR SINCLAIR: That is one instance where the 
Crow's Nest Pass level of grain rates, being fixed by 
statute, have en 3ll-persuasive effect and pervading effect 
on other rates that ere under the jurisdiction of the 
Board, but which are affected materially and take on the 
rigidities of a statutory control of rates of one segment of 
the rate structure. 

THE CHAIRMAN: Now, what precisely did the Board 
Say on that occasion about them? You have not got it there, 
have you? 

MR FRAWLEY: JI can read it to your lordship. It is 
at page 63 ;: 

"Inasmuch as no advance was applied for or is being 
made with respect to the rates on grain and grain 
products from points within Western Canada to the head 
of the lakes, and Armstrong, Ontario, or to British 
Columbia coast points when for export, it is considered 
that no increase should be authorized in the domestic 


grain and grain products rates between points in Western 
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Canada or with respect to the feed grain rates covered 
by C.F.A, Tariff 145, c.t.c. 154. To increase these 
rates with no increase in the others would create a 
Spread in the rates, which, it is considered, would be 
unreasonable," 
That is all they say, ‘sir, 
MR SINCLAIR: What they said was enough, 
MR FRAWLEY: Well, I say they Stopped at that point. 
MR SINCLAIR: It igs your inflection that bothers 
me sometimes, 
Q@. Now, do I take it from this paragraph on page 24 
that the western provinces would support the railways in an 
application before the Board to increase the rates on bran 
end middlings? 
A. I do not think that you could draw that conclusion 
from our statement there. 
Q. You would Say they would not Support the railways 
in such an application? 
A. I have not considered it. 
MR FRAWLEY: That is not what he said at Saks 
THE WITNESS: I do not think there is anything in 
here that suggests we would or we would not. 
MR SINCLAIR: Q. Have you consulted or thought about 
that problem at all? 
Hewes © have not. 
Q. Now, you deal with distillers! dried grain and beet 
pulp residue; you say: 
"The cost of extending the Crow's Nest Pass rates to such 
things ‘as brewers' and distillers' dried grain and beet 
pulp residue is infinitesimal." 
Thet is the last sentence, right near the bottom of the page. 
Before you made that statement I presume you consulted 


about it, and it has been settled with the various provinces? 
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A. I wrote the Statement, yes. 

Q. And this whole brief was discussed with the other 
western provinces? 

O14 sO ves . 

Q. And it has been passed by them. Now, if the cost 
of extending is infinitesimal, if those rates were raised 
I presume also it would be of no concern to the western 
provinces? 

A, I have not canvassed that, Mr. Sinclair. 

Q@. Now I would ask you to assume with me that the 
Crow's Nest Pass rates do not meet the cost of movement 
end leave Something toward constant expenses; under those 
circumstances does Alberta feel that there should be a 
Subsidy paid to the Srain shippers of Western Canada? 

A. If they do not pay their cost of movement? 

@. And give Something to constant expenses. 

Pe Well, To think that you would have to look at them 
over a period of time and so on before you reached any con- 
clusion ebout their compensatory nature, and look at what 
you would expect the price level to be in the future, and 
sO on. It is rather a hypothetical question, Mr. Sinclair. 

Q@. So today that would prove that the grain rates were 
not compensatory? 

A, That is, they were not in the year 1949, you mean? 

Q. Right now. 

Ba UYes,, 

Q@. Right st this moment, they are non-compensatory. 
A Then I would say that that did not prove a thing. 
THE CHAIRMAN: Q. What do you say then? 

A. I woul.d say that would prove nothing, that today they 
were not payinig their way. 

MR SINCLAIR: Q. Do you think that if they were non- 


compensatory thzroughout 1949 that would necessitate them 
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being raised? 

A. No, I do not think SO, 

Q. Do you think that other rates at certain times 
Should be non-compensatory to the railways? 

A. It depends upon the circumstances, In general our 
position has been Clearly stated. We think that rates 
Should be compensatory, yes, 

Q. And does that include the grain rates? 

a Ur, Yas 

Q@. And would the same criteria apply to grain rates 
aS would to other rates? 

A. How do you mean, the same criteria? 

Q. Well, I think that you told me when you were dis- 
cussing one of the briefs of Alberta that you felt that if 
the rates on Alberts coal, for instance, to Ontario points 
were non-compensatory, they should be reised? 

A. I do not remember Chat; DUT eLo = 

Q. I think you will find it in the transcript. Now, 
would you also say the same about grain rates? 

A. On the grain rates you have to take the long look, 
not just a year or a month. That is my point, Mr. Sinclair, 

Q. Do you have to take the long look at coal? 

A. Not to the same extent, no. There is one thing: The 
coal rates are not under statute, which is quite a different 
proposition, 

Q. Well, I am suggesting that the principles of rate- 
making that you want to -- I am trying to explore the prin- 
Ciples of rate-making that you want to apply to grain , 

A. That is why we say it should be left under the con- 
trol of Parliament, because you have a different proposition 
with grain than you have with these other commodities, Mr. 
Sinclair, We do not think that the same considersetions pre- 


cisely would apply in the matter of grain rates, and for that 
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reason that they should be left with Parliament, because 
they are part of the national policy and effect Western 

Canada to 8 much greater extent than do the coal rates, 

for instence. 

Q. Can you tell me how western farmers would be 
harmed if the Board on the established principles of rate- 
making fixed just and reasonable rates for grain, and 
the farmers if they needed assistance secured. that 
assistance from the Dominion Government? 

2s 20 18 Not a matter of <= tt.49 whet is 
involved in your concept of just and ressonable rates, 
Deesoinelair, “That 1s my point. 

Q. Well, I am Suggesting to you that they fix a Just 
and reasonable rate on grain on the established principles 
of rate-making, and my question, Mr. Harries, is, how would 
the farmer be harmed under those circumstances, if he 
needed assistance that assistance was given to him by the 
Dominion Government? 

A. You ore making the assumption, are yous. that they 
are not just and reasonable today, and needed assistance 
from them? 

' Q. I am asking you, if they sre fixed at a just and 
reasonable level on the established principles of rate- 
making, how would the westemfarmer be harmed, if he needed 
assistance he receives such assistance from the Dominion 
Government? 

A. I do not know. Maybe the western farmer is like 
the C.P.R. and does not like the idea of subsidies. It might 
be harm to get subsidies. That is what I thought the C.P.R. 
position was, that it was harmful to receive subsidies. I 


do not know; I mean, I cannot answer that question. 


(Page 19402 follows) 
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Q. You cannot answer the question? 
A No. 
Q. You don't know how he would be harmed? 
A. I have not considered the way in which he 
would be harmed, no. 
Q. The position has been put forward in the 
Canadian Paiific Brief some months ago. Didn't you 
give consideration to that? 
A. I don't think that is specific. There is 
so -muci? there’. 
Q. You don't think that thought was there? 
A. No, I did not read the subsidy argument 
perticularly : 
COMMISSIONER ANGUS: Mr. Sinclair, have you 
any.test of need in mind there? You say the farmer 
needs assistance, he gets the subsidy. 
MR. SINCLAIR: Dr. Angus, the way I look at 
it is this, that the grain economy is part of the overall 
economy. At some times the grain economy gets out of 
balance with the other economy. When it does, on account 
of drought, on account of inability to convert currencies 
or any matters of that kind, then the western farmer 
may need assistance. But as long as the western economy 
dees not get out of balance with the rest of the Canadian 
economy, the drop or rise in costs generally will be 
reflected in freight rates and he will not be harmed. 
That is my theory, my proposition, 
COMMISSIONER ANGUS: By not being harmed, 
you mean he will be as well off as if the rates - - 
MR. SINCLAIR: Were not fixed under the 


Statute. That is all I have for Mr. Harries. 
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MR. SHEPARD: Mr. Chairman, the next witness 
will be Mr. R. E. Moffat, who is Economic Adviser to 
the Manitoba Government, and he will be appearing on 
behalf of Manitoba to support the joint submission of 
the three Prairie Provinces. His qualifications are in 
the Transcript, Volume 43 at page 8634. I had intended 
to lead him in direct examination, but in order to save 
the time of the Commission, if it is agreeable to the 
Commission, I would suggest that the statement of Mr. 
Moffat's intended evidence be taken into the record 
at this point as if it were read out by him. 

THE CHAIRMAN: Why was not this statement 
given to all concerned? 

MR. SHEPARD: It has been. 

THE CHAIRMAN: In proper time. 

MR. SHEPARD: Well, it was only written 
yesterday, sir, it is not an expansion of the Brief; se 
is simply the direct examination that I had intended to 
conduct by question and answer with Mr. Moffat, and 
Mr. Moffat only arrived here yesterday. 

THE CHAIRMAN: I Suppose without this Brief 
you would have examined him on the Provincial Brief, is 
that it? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: What is this, J6>thie 74 
departure from the Provincial Brief? 

MR. SHEPARD: No, sir, not in any way. It 
supports it and it 4s in fact the evidence that would 
have resulted if I had examined him directly by question 
and answer. 


THE CHAIRMAN: Have you seen this Brief, Mr. 


Sinclair? 
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MR. SINCLAIR: Yes, my lord. It was given to 
me by my friend Mr. Shepard ve Gb ae 

THE CHAIRMAN: Do you feel prejudiced in any 
way by having it so late? | 

MR. SINCLAIR: No, I have a few questions for 
Mr. Moffat. I understand that there were difficulties. 
Mr. Moffat did not arrive here until late and I quite 
understand that Mr. Shepard gave it to me as soon as he 
could’ 

THE CHAIRMAN: All right, Mr. Shepard. 

MR. SHEPARD: I didn't intend then to ask 
any questions of the witness, and he is available for 
questioning by anybody. 

THE CHAIRMAN: I see. He just files this 
memorandum, is that it? 

MR. SHEPARD: Yes, sir, takes this as his 
statement of evidence as if he had read it into the 


record, because that is really what it is. 


(Statement follows) 
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STATEMENT OF EVIDENCE OF 
R. E. MOFFAT 
ON BEHALF OF THE PROVINCE oF MANITOBA 
$$ ERNE OF MANITOBA 


The witnesses on behalf of Alberta and Saskatchewan 

have each dealt with 6 part of the joint brief, on behalf 

of Manitoba, I am instructed to state that we ere in full 
Support of all that is Said in the Brief and to emphasize 
some of the major issues with which the Brief deals. We 

also propose to refer to several points which were raised 

in the evidence Submitted by the CUPIR. “sindettne joint 
brief on behalf of the three Prairie Provinces was prepared. 

The concluding sentences of the historical 

Section of the Joint Brief read as follows: 

"The considerations which, at the turn of the 
century, gave rise to parliamentary action with respect 
to grain rates are ag valid today as then. Infact, 
experience has demonstrated ond emphasized the import- 
ance of an additional relevant circumstance, the 
inherent instability of an economy so dependent on the 
vagaries of nature, 

Stability of transportation costs at the lowest 
possible level is absolutely essential to the Survival of 
the wheat economy. This at one and the same time 
imposes the necessity forthe continuation of Crow's Nest 
Srain rates and for the protection of their integrity 
by Statute. The continued ability of the Prsirie 
Provinces to play their part in the Canadian economy is 
dependent upon the prosperity of the wheat producers, 
Stable griain rates at a minimum cost are 


essential, to thet prosperity". 


The proof of this proposition needs no demonstration 
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to anyone who is familiar with the facts of western agri- 
culture and its place in the Conedian economy as a whole. 
We do, however, wish to re-emphesize it now in the light of 
the evidence which was Submitted on behalf of the Ge Peay 
to the effect that in the opinion of the C.P.R., western 
agriculture would not be Seriously injured by being called 
upon to pay a level of grain rates even as high as double 
the present rates, (Jefferson, Vol. 77, p.15621;3 
Armstrong 4 

It may be asked: "What are some of the consider- 
ations which gave rise to parliamentary action on grain 
rates in the past and which are as valid today as then?" 

First and foremost is the fact that railway 
transport has an absolute monopoly on the movement of grain 
to market. Today that monopoly is as complete as it ever 
was and there seems no possibility that in that field the 
railways will ever have any serious rival. Great changes 
have taken place in farming methods and in the method of 
moving grain from the farms vo the nearest railway point. 
But once it reaches a rail shipping point the grain goes to 
Fort William or Vancouver by rail and the railways have a 
complete monopoly which would sllow them to reise their 
charges to many times their present level without any real 
danger of losing the traffic to other forms of transportation. 
To protect itself against that monopoly the West must look to 
Something other than the competition of other Carriers, For 
fifty years it has looked to the rates set by Statute and in 
the view of the Manitoba Government the West must continue to 
depend upon statutory control of those rates, 

In the second place, the production of grain and 
the transportation of grain is still Canada's greatest 
industry. If the grain industry is prosperous, Canada is 


prosperous, If incomes for grain are down, the whole level of 
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Canadian business activity is down. In recent years 

other factors end other industries have increased greatly 
in importance. But for Canada as a whole and for Ceneda's 
railways in particular it is still true thet grain produc- 
tion is the key to PrOSperi tyme follows, therefore, that 
the grain industry is of such great national importance to 
Canade that it is almost inconceivable that anybody other 
than the elected representatives in Parliament Should be 
given the authority and responsibility of dealing 

with it. Ultimate responsibility must remain there and in 
this case it is both possible and desirable that immediate 
responsibility should remain there also, 

At the bottom of Page 24 and the top of Page 25 
of the mimeographed copy of the Joint Submission the 
following appeers: 

"It has been argued that the existence of 

Statutory rates militates egainst the establishment 
of just and reasonable rates for traffic other than 
that which is handled at the Statutory level, 

This argument is premised upon the assumption that 

Grain rates under the Stetute do not in themselves 
provide a satisfactory return to the Carriers» If the 
grain rates pay their way, on a@ reasonably compensatory 
basis, the fact that they ere fixed by Statute cannot 
affect the just and reasonable character of other 
rates," 

It is obvious that any argument by the C.P.R, to 
the effect that other users of railway service in Western 
Canada or in Canada as a whole are penalized because of the 
existence of the Crow's Nest Rates presupposes that it has 
been established that the grain rates are unremunersative. 
The whole question of the profitability of grain rates has 


been excluded. from the evidence before your Commission. Con- 
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Sequently the provinces have submitted no counter-evidence 
to disprove the presumption upon which the C.P.R. bases 
thi3 part of its case. We do wish, however, to clearly re- 
cord the fact that we do not accept that presumption anda 
that consequently we do not concede that any burden is 
passed on to the other users of railway service because of 
the existence of the Crow's Nest Rates. 

On Page 27 of the Joint Brief it is stated: 

"It has been Suggested that a rate established 
in 1897 is prima facie an unreasonable one under 
today's CONCLOLONS » yore, 

Rates which were established in 1897 are not prima 
facie unreasonable under today's conditions. Techno- 
logical advances have been too great and traffic 
changes too many to automatically assume this." 

The contention of the C.P.R, that 9 rate estab- 
lished in 1897 is prima facie unreasonable today overlooks 
two fundamental issues. 

In the first place it assumes that the rate in 
1897 was proper. But it is quite possible that the 1897 
rate was too high, In fact, we would suggest that the mere 
fact that the railway was willing to institute that rate at 
that time is prima facie proof that, judged by present 
Standards, it was too high, Furthermore, in 1902 the C.P.R. 
of its own initiative reduced its rates substantially below 
the Crow's Nest level and left them at that lower level for 
Seventeen years. This again is strong evidence that the 
1897 rate was unjustifiably high, 

In the second place the contention thet 3 rate 
established in 1897 is prima facie unreasonable today over- 
looks the changes in traffic conditions and operating 
efficiency in the intervening fifty years. Exhibit No. 159 
filed by the C.P.R. shows the production of grain in the 
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Prairie Provinces 1898 as compared with the years 1946, 
1947, 1948, and shows that in the three-year period 1946-48 
the grain crop has averaged 13.2 times the size of the crop 
in 1898. The rate level which may have been appropriate 
for the small volume of grain treffic in 1898 might very 
well be many times higher than the rate which would be 
appropriate for the tremendously greater volume which is 
carried at the present time. In this connection, too, we 
would like to direct attention to the statement on Pages 28 
and 29 of the Appendix to Part One of the Submission of the 
Canadian Pacific Railway Company to your Commission, where 
it is stated: 

"The Policy of the Canadian Pacific from its 
earliest days, has been to construct its railway plant 
to standards in keeping with the character snd extent 
of traffic in prospect, and to enlarge and improve that 
plant as traffic increased. To this policy can be 
attributed in no small measure the survivel and success 
of the railway 9s a private enterprise. 


As Canada grew Canadian Pacific not only extended 


its lines to serve new sections of the country, but also 


made improvements to older property. The capacity and 


efficiency of the plant has been increased by greater 


capacity of freight cars and locomotives, improved road- 


beds, heavier rail, installation of sutomatic signals 
and improvements and additions to terminal facilities. 
The carrying capacity of freight cars grew from 10 tons 


to 20° 30, 40, 50, 75, end now 100 tons or more. This 


wWaS possible only by corresponding improvements in motive 


power, track structure and facilities. Motive power 
developed from very small low-pressure simple steam 
locomotives with light loads of 35,000 lb. per axle, or 


less, up to the modern steam locomotive of high super- 
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heat, high steam pressure, with feedwater heaters and 
axle loads in excess of 65,000 1b., these high loads 
being supplemented by numerous technological improve- 
ments giving better performance and efficiency. 

These changes in rolling stock carried with them 
corresponding increases in the weight of rail from 50 
ib. per yard to 60, 70, 85, 90, 100, snd now 130 ib. 
improvements in track fastenings and ballast, as well 
es major changes in the carrying capacity of bridges." 

It is-true, that in this quotation the C.P.R., 

is attempting to build up its submission that it has need 

of further revenue in order to be able to continue to finance 
improvements of this sort. But if the carrying capacity of 
freight cars has grown from 10 tons to " + VORC(Svaendenow 
100 tons, or more" and there have been "corresponding - 
improvement in motive power, track structure and facilities", 
it would seem that any statement that rates are unreasonable 
Simply because they have not been increased since 1897, is 
merely based upon the unsubstantiated assumption, that the 
Savings which have resulted from technological improvements 
and from the great increase in traffic volune, have not been 
Sufficient to offset increases in operating costs resulting 
from various factors, Obviously, it would not be appropriste 
for us to offer evidence ss to the cost-reducing effect of 
technological improvements and increased treffic volume, in 
the light of the ruling of your Commission that you donot 
consider it necessary to deal with the question of the 
profitability of the grain rates, But we do wish to make it 
clear that the mere statement that grain rates have not been 
increased since 1897 cannot be accepted as evidence of any 
Value as to whether the present level of grain rates is or 


is not proper. 


In this connection, also, we would like. to refer 
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to the evidence of Mr, Jefferson during his examination in 
chief, where, at the bottom of page 15260, Volume 75, Mr. 
Carson asked him: 
"I take it from what you have said, that you are 
of the definite opinion that statutory rates on grain 
end flour from the Prairie Provinces to the head of 
the Lakes, and to Vancouver for export, are too low. 
Have you any further observation you desire to make on 
this subject?" 
A. "Yes, Sir, I am very strongly of the opinion 
that any rates today which are below the 1898 level 
are too low and not in proper relation to rates on other 
commodities which are on 3 much higher basis. 
As far as I know, no one ever attacked western grain 
rates on the basis that the rates published pursuant to 
the Crow's Nest Pass Agreement were too high, 
This, in itself, should be sufficient to prove 
that the rates are too low, having regard to the level 
of wages and cost of materials and supplies today, in 
comparison with such costs fifty years ago." 
At that point Mr. MacPherson suggests that this 
answer is leading into the question of compensatory rates 
and Mr. Jefferson does not elaborate the thought in the ? 
last two sentences. 
Mr. Jefferson's logic scarcely calls for comment. 
We would point out, however, that there is evidence 
that the 1922 rates were too high. In 1922 the railways 
voluntarily offered to make drastic reductions in the freight 
rates for certain basic commodities if they were allowed to 
retain control of those rates subject only to the Board of 
Railway Commissioners. As part of that proposal the railways 
indicated that they would reduce grain rates to a level 


established 
which wes not greatly different from the level which wa s/ 
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by the statutory provisions. In moving the edoption of 
the report of the Special Committee on Railway Transport- 
ation Costs, in the House of Commons on June 25th, 1922, 
Hon. A. K. McLean of Halifax, Chairman of thet Committee 
Said this at page 3552 of Hensard: 

"It will take only a moment to give to the House 
these commodities and the reduction which the railways 
proposed. They proposed 3 reduction of 20 per cent 
in the grain rates. Thot virtually meant bringing 


the grain rates in the West down from where they now 


are, two-thirds of the way to the Crow's Nest Pass 
rates upon grain, or it was a reduction of about 66 
per cent. A further reduction of about 10 per cent 
would have brought the rates upon grain down to the 
Crow's Nest Pass rates. In fact, in the province of 
Manitoba the grain rates under this proposal would 
have been practically down to the Crow's Nest Agree- 
ment rates, 

In Alberta and Saskatchewan the difference would 
have been anywhere from one cent up to two cents. They 
proposed a reduction in forest products of 16.66 per 
cent, and reductions on cosl varying from ten to twenty 
cents per ton, or on an average of ten per cent; and 
reductions on building material, such as brick, cement, 
lumber and plaster; and on other basic commodities, such 
8s potatoes, fertilizers, ores, pig-iron, billets, 

Wire rods and scrap-iron, which average about 18.3 per 
cent. On the last-mentioned commodities the reduction 
proposed was 16.66 per cent; on building material in the 
West it was 16.66 per cent and in the East 20 per cent. 
That was the proposal of the railways, which was in 


effect this, they urged a further complete suspension 
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of the agreement, voluntarily submitting to the order 
of the railway board in respect of these suggested 
reductions, and leaving 311 other rate matters to the 
Judgment of the Bosrd of Railway Commissioners." 

It is not our purpose, at this point, to attempt 
to give all background of the hearing before the 
Committee in 1922 put we do point out that this proposal 
was made by the railways and we would relate it to the 
Suggestion by Mr. Jefferson (Vol. 153° Be T5261) that. the 
mere fact that no one has attacked "Western grain rates on 
the basis that the rates published pursuant to the Crow's 
Nest Pass Agreement were too high" is "sufficient to prove 
that the rates are too low, having regard to the level of 
wages and cost of materials and Supplies today". We 
respectfully suggest that the mere fact that the railways 
were willing in 1922 voluntarily to reduce their grain 
rates and 311 these other commodities by the percentages 
mentioned in the above quotation is the strongest sort of 
evidence that in the opinion of the railways themselves some 
Substantial reduction in rates was called for. 

One other subject we would like to refer to 
briefly; namely Exhibit 170 in which the C.P.R. shows its 
revenue per ton mile in Eastern Canada and Western Canada 
on all traffic, and on grain and grain products separately, 
end on all traffic except grain and grain products, This 
table shows that in every case the revenue per ton mile is 
higher in Eastern Canada than in Western Canade. It does 
not, however, make any reference to the difference in the 
length of haul in the two areas or to the difference in the 
Character of traffic in the two areas, or to the difference 
in operating conditions in the two sreas. The figures for 
1949 are not available to us but for the sake of illustrating 


the importance of the differences in the length of haul, we 
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have re-stated the 1948 figures showing the revenue per 
ton and the average distance which s ton of freight was 


moved in 1948. Those figures are as follows: 


Western Region Eastern Region 
Ave.Rev. Ave.Rev. Ave.Rev. Ave .Rev. 
per Ave. per per Ave, per 

Ton Mile Haul Ton Ton Mile Haul Olas 
(cents) (miles) (dollars) (cents) (milesj (dollar ) 

Grain and 

Grain 

Products 25D 562: 3.09 .62 599 Sate 


All Traffic 1.03 435 4,46 1.35 299 Bie 
nit Tratfic 

except Grain 

and Grain 

Products Pole. os 5.14 Li5y 259 4,06 

If we might direct your attention, in the first 
instance to the last line of the table, it is shown that for 
all traffic except grain, the ‘‘average charge paid in Western 
Canada was $5.14 per ton for a haul of just over 380 miles, 
While the sverage charge paid in Eastern Canada was $4.06 per 
ton for an average haul of just under 260 miles. Those 
figures correspond to the average revenue per ton mile 
figure quoted in Exhibit 170 but it does seem to us that they 
offer a much better perspective of the situation. As to 
whether the Eastern rates are lower than the /Western rates, 
and as to the amount of any such differential, there is room 
for a good deal of argument and we simply refer you to the 
Manitobs Submission at page 126 in the printed copy and to 
the Appendix to the Menitoba Submission, 

We would make one further comment with respect to 
the figures for grain and grain products as shown in this 
table. In the case of the traffic in the Eastern region in 
grain and grain products, what is involved is to en alimost 


overwhelming extent, the movement of Western grain either to 
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markets in Eastern Canada or to seaboard for export. 
Consequently, the fact that grain rates sre higher in the 
East than in the West is of no assistance to Western Canada 
for those charges are charges on Western grain in any event 
and the rates charged on traffic moving over lines in Eastern 


Canada are not paid by people living in Eastern Canada. 
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THE CHAIRMAN: Then does anybody wish to 
question Mr. Moffat? 

MR. SINCLAIR: I have a few questions that I 
would like to ask, but I presume there will be others, 
and I would rather go last. 

MR. COVERT: I have no questions,Mr. Chairman. 
I read it over. It doesn't seem to me to bring up anything 
new, and I have no questions to ask of him. I just want 
to make sure that the reporter has a copy. 


THE CHAITRMAN: Mr. Sinclair then. 


CROSS-EXAMINATION BY MR. SINCLAIR: - 


Q. Mr. Moffat, there is quite a discussion in 
this statement about the fact that the railways have 
the monopoly of carrying the grain to lake head? 

A. Yes, that is correct. One of the main reasons, 
if not the main reason, is for the insistence on keeping 
the grain rates. 

THE CHAIRMAN: The reason for what? 

A. One of the main reasons, if not the main 
reason, for the insistence that the grain rates should 
be handled under direct control by Parliament. 

Q. Should remain as they are? 

Ay Yes, 

MR. SINCLAIR: Q. I have a few questions on 
economic matters, and you are an economic expert. I 
don't know very much about it, so if I don't quite use 


the technical terms you will correct me? 
A. We shall both be on an equal basis on that. 


io. fe tons statement right, that there cannot be 


a monopoly unless you have power over the buyer? 
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MR. O'DONNELL: The Brief? 

MR. SINCLAIR: It is not in any Brief; it is 
a Sinclairism. 

THE CHAIRMAN: Pardon me, do you say, unless 
you have power over the buyer? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: That would be the shipper in 


this case? 


MR. SINCLAIR: Well, I think there is considerable 


doubt about that. 

Q. Would you agree that you could not have a 
monopoly unless you have power over the buyer? Do you 
think that is a sound economic principle? 

A. I don't know what power over the buyer means, 


but if what you mean is this, that there cannot be a 


monopoly unless the position is such that one party cannot 


do anything except accept what the other fellow says: 
then, yes. 

Q. And you would agree that the buyer of grain 
who is most important to the western grain producer 
is the European buyer? 

bay plo, yes. 

Q. You don't suggest that the Canadian railways 
control him, do you? 

A. No, but here where the reference is to 
monopoly, it is not talking about monopoly on the price 
of grain; we are talking about monopoly on the price of 
freight services applied to grain. 

THE CHAIRMAN: I presume the monopoly you 
have in mind is over the shippers of grain, is that 


right? 
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MR. SINCLAIR: of course, my lord, I say that 
to enable us to have the monopoly powers that would do 
harm to the farmer, we would have to control and secure 
a true monopoly, and that would be a monopoly over the 
buyer. 

COMMISSIONER ANGUS: Do you mean the buyer 
of the grain or the buyer of transportation services? 

MR. SINCLAIR: Well, I say he is the buyer 
in Europe. 

COMMISSIONER ANGUS: The buyer of the grain? 

MR. SINCLAIR: The buyer of the grain is the 
buyer of the transportation services. 

THE WITNESS: I don't agree with that, no. 

MR. SINCLAIR: Q. You don't? Now, are you 
one who takes the position that the farmer pays the 
freight on everything he buys and on everything he sells? 

A. No, I would not say everything, but by far 
the great majority of the products both that he buys 
and that he sells, and particularly in the case of wheat. 

Q. Would you agree with Dr. Britnell that in the 
complete sellers' market the buyer in Europe would pay 
the total transportation cost? 

A. I am not too sure about that. In any case 
we never have that situation; it is a hypothetical 
situation and it is meaningless anyway. I am not too 
sure even on a theoretical basis whether I would agree 
with that. 

Q. Would you agree that where there is a complete 
buyers' market, that the buyer would pay the total 


transportation cost on grain? 
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A. I am afraid that I have not seen a definis' 
tion of what is a complete buyers! market and a come 
plete sellers! market. 

Q. Have you made a close study of the marketability 
Of £rain, Mr. Moffat? 

A. Not particularly close, no. 

Q. Have you considered the incidence of the 
transportation costs on grain carefully? 

A. Yes, reasonably so. I wouldn't set myself 
up as an expert on the subject, no, but I have given 
a good deal of attention to it. 

Q. You have given attention to it? 

ne Tres: 

Q. I see. Can you tell me what evidence you 
have to show that the farmer bears the transportation 
cost on grain? 

WH. Well, this facet, thatthe price which he 
gets for it - take it under the immediate present 
condition where you have a wheat agreement. There is 
no question that the price is delivered price at 
Fort Wizstiam, Vancouver or Churchill. In that case 
what the farmer gets is that less the transportation 
cost, and if the transportation cost is higher he gets 


less. There is no question at all about it. 


Q. Do you think transportation cost was a 
factor in fixing the price under the British Wheat 
Agreement? 

A. Not the transportation cost in Canada as 
Such, no. 

Q. Do you think that the transportation cost 
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transportation cost was a factor in fixing the rate of 
two dollars, Fort William, under the British Wheat 
Agreement? 

A. Well, there would be a great variety of 
factors.- - 

Q. But was that one of them? 

A. Let me finish - of which the dominant one 
would be the price which the British buyers had to 
pay for wheat from other parts of the world. Consequently 
the question of transportation cost will come in, yes, 
as one factor, but not the question of the transportation 
cost of the Canadian product as such. 

Q. Do you think that was the consideration under 
the British Wheat Agreement despite what the Cereal 
Board could market from other countries? 

A. One of the most important factors would be 
that, yes. There were others, sure. 

Q. So that looking at the transportation cost 
from the point of view of the western exports, you can 
compare that with the transportation cost from Australia 
to Liverpool? 

Amino sd didn tasay that. 

Q. You don't think that is a consideration? 

A. No. 

Q. Do you think there is more than one market 
for wheat? 

As Noo- - 

Qe Pixine the price? 

A. What do you mean by one market? No, there 
is one market in the sense that the European buyers 


consider where else they can get wheat from, and what 


ate salts asx £2 ‘sh seteut s- S83) 
ages fy. :tiet? ‘sed ah net a9 


-. -, emeg nes ra 
33) 
SNS): an tye: - a.” nn Le 


. 
ated; Sit at al: aes ON 
> " 


c pail We OnE EGA r or biarom: a 


i 
SA 


2 ed set AIDS as % vee } iD COW LS Lo. Be r.| AS 3 soho tie se 2g 


it “f a9 
to HES RON GS 


3 ri 
, 4 / 
i 

ag 


so ttedpogenh roast 9: nel dean wet 1TOt ota. iG biel Sree Sie 


to teoe. 


‘>. 
oor: Ot: 


ones tive ts dahon 4 odd mee? | 


CS SAG AF LH SHA Ts S 


tarihe et kel tid? os & vet 


* 
; v¢ 


af 


Br.% vnrtd ucts: ‘MOY: Bs 
‘ae : 
or e 7 FYasaicag orl 


nay 


persia 9: ng 0 ad vote. ahha, ve 


} 
fab bm 


=) LORO1) Mr. Moffat cr.ex 


price they will pay. In that sense there is only one 
market, but it is not clear cut like Chicago or Winnipeg 
Grain Exchéage. 

Q. Quite so. Today there is only one world 
market for wheat, isn't there? 

A. Yes, absolutely. 

Q. And the domestic price igs a reflection of 
that world market? 

pCR y 

Q. And that is true whether the grain is to 
be grown in the Argentine, in Uraguay, in Australia, 
in the United States or in Canada, is that correct? 

A. Yes, subject to special considerations when 
you have monetary deals or long term commitments and 
SO on, yes, but over a period what you say is correct. 

Q.. And IT am correct, am ft not. Myr. Moften, nar 
the International Wheat Agreement provides for a 
fluctuation of as much as 60 cents in one year? 

ee Lote. COPTSEE. 

Q. And do you think that having such a fluctuation 
in the contract, that there would be a possibility that 
such a fluctuation would be ruinous to western agriculture? 

A. Well, there is the term again, the definition 
of ruinous. 

a, at 18 your word, 

A. It would certainly be disastrous, shall we 
say that. Whether it would ruin them or not - - 

Q. Did the western provinces object to having 
a fluctuation in the International Wheat Agreement? 

A.. Well, they objected to it in the sense that 


they tried to get it as narrow as they possibly could. 
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ae GOs they object to a fluctuation being in 
there? 

o Well. mo, .-they Signed the agreement, if that 
is what you mean, but they certainly tried to restrict 
the range of the fluctuation as much as possible. 

Q. I am talking about the western provinces. 
They didn't sign the agreement. 

A. No, but the western interests. I am thinking 
in terms of the western farm interests. 

Cream talking to-nyou <=. = 


As the Government? 


Q fo> 


Nee. 

A No, the Government had nothing to do with it. 

Q. They didn't think it was important to try 
to take a position in the matter? 

A. They were not so presumptuous as to think 
they had any reason to be involved in it. 

Q. On page 6 you refer to technological 
improvements. I have only two or three questions more, 
and I think Mr. Moffat has a rather pressing engagement 
for this afternoon. 

A. I would not want to leave any impression that 
I am rushing away at all by that remark. I shall 
certainly be here this afternoon if we don't finish. 

Q. We could discuss this for quite a while. 

/%. Bithink.so,--yes: 

THE CHAIRMAN: We are about to adjourn. 

MR. SINCLAIR: But if I may just clear it 
up, if I may just have two or three minutes. There you 
refer to the technological improvements from the great 
increase in traffic volume. 


Ghee Yes, Sir. 


pt da one bib idee o yal i 


- 

i iq A f ws oe Ss 

cae Fh aia i 
; jate ‘ Oo 


‘A’ 


ae 
‘ 
ar 4 
i 
pane 


‘ 


~¢ 


a SAF Lents ¥ ‘stts >a i fw 


“ n ie 5 


Lal eo so Vons -tud neem yoy Some at: iy 


‘igi ae worsen tog lt saitio Saned aig 


ts S uxd | Wine ay ine mis’ peige co Abe cei ted | nN . “1. wae 
es EHO ty LV Shad yD ee. 3 SAW | 3781 Fy ¥ Oi J oi: ae ier 
fear id ) Re 


steow PONS Te od: On - Pe ae 


5 
an i , 
Am ‘ 
HN eee et per: i ™ eke! fates ke 
; y rt. ta 1 a fe —P 
F i ‘ } V ASS ST Yd ae oo VeEw Sr YS oF ha Vieng 


— 
ace 
ne 
PY 
oe 
= 
a 
‘* 
‘ 
% 

3 
< 
) 
P 

4 
Sa 
+ 
=4 
* 

i‘ 


i ; | 
a is Pisa. : ‘ , ee ie, any ie x : lets pei 

a (FLOM BAO CIR SUP eet AO -ows- vino (eee J Hatt SSro im f 

f 

oe * > ra at a 
a f 1 Sih oy 34 ‘ coker oh :, 
EO 7 Fa CPN hat ies i 4 f Ciakhl wi 3 1 A * * eed ni t a ro 64) 
‘ Y 
ii e 


| 
= 
met 
¢ 
i 
<3 
4 
BS Tee 
oa 
i} 
ut 
* 


= ‘eee 
3 

me 
i) 
£ 


ay Peo ese pep id=, pany a re Py bid ol a | eS oe he en, se 
Sie ey St pe i t ‘OF isto tor “Eb Oe wy aes ¢ A iw 


ae 
ee. 
* 
ae 
kt 
as 
2 
a 
m~ 
eens 
Feet 
a 
= 
a 
; 
é 


ry : P.O ew LP aor otte rer. "S i Ytnitereo ‘ 
; 1 , ‘| 
ue Ce eS "5 i > " F o ; i . Ns 
WB -SP ENS TOT Hint segeoe) ac ‘Bhuos ci rr Sa fon 
j ! ; oy : : is F : i 
at ist q A i is A ; i" Bom: ‘on “sf Beare Tt. na A : 2 
u : ? 7 nae | 


PS ODE Nod! igaies eee coe ‘VnAMAT AR + SAT 


Ny 7] a ye ! i? ; ee + s ‘id % 
OSE i Vou Tost ce “ern 
i a ak arent: £. gad Uiiim: Sod oy Gwe ‘ahr aaigy Wat 


rn’: | aidgannerte al Reni otysten 


re Gud home 


FIP - 19423 - Mr. Moffat  cr.ex 


we Tt would apply to all traffic moving over 
the railways, not just to grain? 

A. Oh, yes, but the point that was made there in 
the C.P.R. Brief was that anything which was still 
carried at the 1897 rate was therefore prima facie 
an unreasonably low rate. There are other factors, 
particularly technological factors, which offset the 
increases in operating costs, and consequently you 
cannot say that it is prima facie one way or the other. 
You have to look at both sides of the thing. 

Q. Then I will ask you if you can give me any 
examples where rates today are lower than in 1897 outside 
of the removal of the mountain differential and like 
comparisons. 

A. I have not made any attempt to find any. 

Q You have not made any attempt to find any? 

A. No. | 

Q. On pages 7-8 you deal with the report of the 
Special Committee of the House in 1922 dealing with the 
Crow's Nest rates, and you point out there that the 
railways were prepared to make certain reductions. 

Anis eo. 

Q. That was what was said by the Honourable Mr. 
McLean? 


As Yes... 


Q. Now, you know that railway revenues in 1922 
were buoyant and that a reduction did take place in the 
general level of freight rates in that year. 

A. Oh, yes, that there was a general reduction 
of which this was an important part, although the general 


reduction was not as large as the reductions suggested here. 
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Q. And I am correct, am I not, that the reduction 
that was proposed by the railways for these basic ommodities, 
iron and coal, which are preferred: tov here ‘5/5 

A. Yes. | 

Q. Are larger than the reductions that the Board 
allowed or ordered? 

A. Yes, and to that extent they offset the fact 
that the grain reductions were a little bit larger. That 
is one of the points that is involved in this statement. 

'Q. And you would agree, wouldn't you, that the 
Board took the position that they could not order as 
great a reduction on other commodities because the grain 
rates had been reduced to the Crow's Nest level? 

A. Yes, that is what I Say, that the railways 
were willing to bring them down to this extent. We were 
quite satisfied they would have fnough revenue,from it, and 
therefore prima facie evidence that the rates were quite 
Satisfactory to the railways at the time and probably 
quite profitable. 

a, te 18) Quite all right, if you find comfort 
ii at 80 do I. Now there is dust one question on the 
Table on page 9, this restatement that you prepared. You 
have taken grain and grain products? 

A. Yes. 

Q. Now, that is not the Crow's Nest revenue per 
ton mile; that is all grain? 

A. No, I didn't take these headings. Your people 
took the headings. I followed the headings that your 
people had established. 

Q@. .That may be. 
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A. It is not restricted to Crow's Nest only. 


Q. No, the actual figure we have for Crow's 


Nest was 0.49% per ton mile in our Brief. 


A. Yes, I believe that is the figure you have in 
your Brrer® 


MR. SINCLAIR: Thank you, my lord. 


---The Commission adjourned at 1:00 p-m., to meet again 
at-2:45 pum. 


(Page 19425 follows) 
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Ottawa, Ontario, 
Tuesday, March 28, 1950. 


AFTERNOON SESSION 


THE CHAIRMAN: You sre appesering for? 

MR R. H, MILLIKEN, K.C.: TI am appeering for the 
three wheat pools, my lord, 

THE CHAIRMAN: Msnitoba, Saskatchewan and Alberta? 

MR MILLIKEN: Manitoba, Saskatchewan and Alberta. 
It is the Alberts Wheat Pool, the Saskatchewan Co-operative 
Producers and Manitoba Pool Elevators. 

I am going to call’ Mr. Wesson as a witness, but 
before doing so, my lord, I would like to make a slight 
statement about the brief. 

The brief is the joint brief of the three organ- 
izations. It was prepared by Mr. H, S. SCARE, <2ce Gary ee 
Winnipeg and his son Allen Scarth, Mr. M. M. Porter K. C. of 
Calgary and myself in association with the Presidents of 
the three organizations, Mr. Parker, Mr. Plummer and Mr, 
Wesson, 

The Alberta Wheat Pool, as you very well know, sir, 
is a co-operative marketing organization which markets 
wheat, operates a line of elevators in Alberta and has 
terminals at Vancouver. 

The Saskatchewan Co-operative Producers in Sssk- 
atchewan operates elevators, has terminals at Fort Willian, 
operates an export department, operates a livestock depart- 
ment marketing livestock, operates a flour mill and an oil 
refinery. 

The Manitoba Pool Elevators operates elevators in 
Manitoba and terminals at the lakehead, and also handles 


livestock. 
Mr. Wesson, would you mind taking the stand? 
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JOHN H, WESSON, Called, 


MR MACPHERSON: My lord, before Mr. Wesson pro- 
ceeds, I promised yesterday that I would file copies of the 
actual Crow's Nest ogreement. I have these now, and I 
think everybody has copies. I would file them as Exhibit 
Noon eo)’, 


---EXHIBIT 261: Crow's Nest Pass Agreement, 
dated September 6, 
1897,between the 
Canadian Pacific Railway 
and the Government of Canada. 


EXAMINED BY MR MILLIKEN: 
Q. Mr. John H. Wesson: You have been a director 
of Saskatchewan Co-operative Producers Since when? 
A. 1924, 
Q. That was when the organization was first formed? 
Poatinal 28-right, sir. 
Q@. And you have been the Vice-President of the organ- 
ization -- you were the Vice-President, rather? 
Paeerrom, 1931. to. 1937. 
Q. And then the President since 1937 until now? 
A That. is -=right, sir, 
Q@. And you are the President et the present time? 
A Yes,.cir. 
Q. Prior to becoming the President, Mr. Wesson, you 
also operated a farm, did you not? 
- Yes, sir, at Maidstone, Saskatchewan. 
- How long did you farm st Maidstone? 


A 
Q 
A. From 1907, 
Q. From 1907? 
A 


Hoanec JS right, 


Q. You were not one of the Bar Colonists; you were sa 
little late for that; they came out in 1903, didn't they? 


A. Three or four years later, yes. 


‘ Q. Have you any comment tio make upon the time you came 
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out, in 1907? 

A. Yes, Mr, Milliken, I think it would be quite 
timely for me to make a two-minute general remark on 
this Crow's Nest Pass question, because my first contact 
with the Crow's Nest Pass agreement was not in Canada, it 
was in England, in 1906. At that time the Wesson femily 
intended to emigrate either to South Africa, Australia, 
New Zealand or Canada, I’say it is timely, because we 
got a lot of literature snd material from the Colonization 
Department of the Canadian Pacific Railway pointing out 
all the virtues of the Cansdian climate and farming in 
Western Canada, the lure of free land, 160 acres, and 
cheap land adjoining, sunny Alberta and the Southern plains 
for growing whest, and the northern part of the province 
for raising livestock. 

During that period I attended a number of lectures 
given by agents of the Colonization Department of the 
Canadian Pacific Railway Compeny, carried on in the 
countryside at that time in an endeavour to carry out the 
policy of the Government of the day, and I think especial- 
ly Sir Clifford Sifton, to get old-country people over to 
this country from the old land. At one of these lectures 
farmers, aS we were over there, we were quite concerned 
with price levels, 

THE CHAIRMAN: Q. With what? 

A. Price levels of wheat and farm products in the 
Old country, and I was just as curious then, sir, as I am 
today on lots of questions. I could not understand how 
it would be possible for an emigrant to come to Canada 
and produce wheat and other products and pay all the 
expense of getting them back to Great Britain, and you 
have competition of price levels, which at that time was 


ruining the ‘British farmer, and this is the answer 
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that’ Ll got---= 


MR MILLIKEN: Q. From whom, Mr. Wesson? 


A. From this agent. 


MR SINCLAIR: Q. How old were you then? 
ae ML Was nineteen, sir. 
He said there were two questions involved. He said, 
"First of all, you can produce grain and livestock much 
cheaper in Western Canada than you can produce these same 
commodities in the United Kingdom," and he said, ' Segonddy, 
while you are in the centre of 2a huge country and e long 
way from markets, Western Canada has the cheapest freight 
rates in the world. They have what they call over there 
a Crow's Nest Pass agreement, which provides low freight 
rates on all the things that you buy for farm production 
and low freight rates when you produce grains to ship east." 
Forty years ago this month we arrived in Western 
Canada. It did not take me very long, sir, to find out that 
amongst all the settlers st that time this Crow's Nest Pass 
was the Magna Carta of Western Canada. That was my first 
contact with it, sir. 
MR MILLIKEN: Q. Now, Mr. Wesson, will you please 
read this brief? 
A. TO THE ROYAL COMMISSION ON TRANSPORTATION, 1949 
SUBMISSION OF MANITOBA POOL ELEVATORS, 
SASKATCHEWAN CO-OPERATIVE PRODUCERS and 
ALBERTA WHEAT POOL, 
regarding maximum rates on grain 
and grain prog@ucts as fixed by the 
Crow's Nest Pass Agreement dated 
September 6, 1897, between the 
Canadian Pacific Railway and the 
Government of Manada. 
In accordance with your decision as announced by 
Mr. Justice Turgeon December 2%nd last, we wish to submit a 


joint Brief in support of the sretention of the Crow's Nest 


Pass Agreement, as modified by Chapter 52, S. of C. 1925. 
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Our organizations are producer-owned grain 
handling and grain marketing Co-operative Companies, 
operating throughout the entire grain growing sreas of 
the three Prairie Provinces, They have a membership of 
185,000 grain growers, who have a most vital interest in 
the question of transportation rates upon grain and grain 
products. 

We shall first review conditions which brought 
about the execution of the Agreement in question, and 
Shall outline the national interest which impelled the 
Government of Canada to impose a maximum rate in 1897. We 
shall also endeavour to show that it is still in the 
national interest for the Government of Canada to retain 
its direct control over such rates. 

In 1897 Canada was seriously handicapped by 
reason of its sparse population, which at that time was 
in the neighbourhood of five million, of which fewer than 
three hundred thousand were to be found in the three 
Prairie Provinces. Immigration was at a standstill in 
spite of a free homesteads policy, with adjoining lands, 
offered at anything from $1.00 to $3.00 per acre. In the 
previous year, only 902 immigrants had filed entries for 
homesteads. 

In 1897 the total production of all grains in 
Western Canada was approximately 41 million bushels, of 
which 23 million bushels was wheat. Vast stretches of the 
most fertile and open plains were completely devoid of any 
settlement. 

‘On May 31, 1906, Sir Clifford Sifton speaking of 
settlement in this erea, prior to 1900, said in the House 
of Commons 
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Manitoba to the Rocky Mountains, the whole fertile 
belt was looked upon as railway reserves. Insofar as 
every tract of land in the whole North West which was 
considered to be fairly fit for settlement was con- 
cerned, it was covered with reservations of some kind 
in favour of the railway companies," 
THE CHAIRMAN: It might be well to put in there, 
that Sir Clifford Sifton was Minister of the Interior, 
MR MILLIKEN: Yes; a little later on, sir, we 
PeLeEr CO. that, 
THE CHAIRMAN: In charge of immigration | also, 
MR MILLIKEN: That is right, eir. That ise 
little later on in the brief, | 
SHE CHAIRMAN: QO. Al right, go on, Mr. Wesson. 
A. John W. Dafoe in his life of Sir Clifford 
Sifton commented: 
"The railway companies once they earned their 
land grant, were in no hurry to make a selection because 
once the land was transferred to them, it became liable 
for provincial and municipal taxation." 
In those areas that were settled, mainly in the 
Province of Manitoba, the farmers were discouraged and 
despondent. There was much furtive discussion as to the 
advantage of joining the United States. The territories 
out of which Saskatchewan and Alberta were subsequently 
carved, did not possess sufficient population to warrant 
their being formed into Provinces. All Canada was suffering 
from a depression. Speaking of this period, John W. Dafoe 
Says: 
"high freight rates were one of the contributing 
causes of Western Canadian stegnation." 
MR MILLIKEN: Q. Just a moment, Mr. Wesson, please. 


That quotation is taken from Dafoe's Life of Sir 
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Clifford Sifton, at page 104, 


THE WITNESS: In the Province of Manitoba, for the 
previous decade agitation had almost boiled over into 
bloodshed as a result of attempts made to break the trans- 
portation monopoly of the Canadian Pacifie,Raiiway...In the 
year 1888, the Federal Government as s result of this 
agitation, repealed the Monopoly clause in that Company's 
Charter. This alone did not quieten the clamour of the 
Provincial Government of Manitoba and the people of the 
West. 

Between the years 1888 end 1894, two Royal Com- 
missions were appointed to investigate these complaints. 

Even with the comparatively small production of 
wheat in 1897, a foreign market had to be found for almost 
the entire crop because Ontario was then producing more 
wheat than would meet all Canadian requirements. 

Selling in foreign markets meant competing with 
all wheat exporting countries, all of whose grain areas 
were situated closer to their seaboards. It also meant 
that the price of wheat would be set by that competition, 
So that the Western farmer unlike the merchant or manu- 
facturer could not pass on to the consumer the costs of 
transportation. 

The natural flow of traffic from the Prairies as 
well as from British Columbia was south rather than east. 
The barren wastes north of Lake Superior would not have 
been bridged had it not been considered necessary to link 
east and west if a Nation was to emerge. Southern British 
Columbia with its north end south mountain ranges and the 
resultant north and south walleys and waterways felt the 
pull of geography even more than the prairies. 

The C.P.R. had beem conceived and built to keep 


the entire West from being =bsorbed economically if not 
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actually by the United States, 


In his life of Sir Clifford Sifton, John W. Dafoe 
quotes him as having said of this undertaking: 

"To place a large producing population upon the 

Western prairies and to inaugurate a system whereby 

the products of their labours should be brought to the 
seaboard through exclusively Canadian channels and 
Shipped from Canadian Ports, would bring such prosperity 
to the Dominion of Canada as to wholly transform the 
financial difficulties of the country." 

Eastern Canada realized the enormous financial 
benefits which would flow to it from a prosperous, populated 
West, if only its trade could be routed east rather than 
south, which would give it a virtual monopoly of Western 
Canadian trade. 

The railway promoters of the United States were 
also alive to the situation. Already a railroad was in 
operation through Emerson and another line was advancing 
into Southern Alberta, while two lines had made their way 
north into Southern British Columbia. There a3 mining area 
of unknown wealth was just being tapped. Gold, Silver, 
lead, zinc and copoer were believed to be in almost unlimited 
Supply. High grade coal, suitable for coke and smelting 
hed been found in huge quantities. 

In 1896 a smelter had been put into operation at 
Trail, a smelter, the earnings from which in years to come, 
would form a very large proportion of the total profits of 
the: CePsRs 

The C.P.R. had been endeavouring unsuccessfully by 
use of lakes, rivers and stub lines of railway, to attract 
this vast mineral development to its main line many miles 
to the north. The only possible way to break the strangle- 


hold of the north-south pull was to come into the area from 
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the east through the Crow's Nest Pass. This being done, it 


was believed s most valuable mineral area would be Saved 
for Canada, and large quantities of freight secured for the 


CaP Rig 


In speaking of the trade of Southern British 
Columbia, John W. Dafoe Said: 

"All the trade of this District was going south to 
the United States over 3 stub line which had been 
built by the Northern Pacific System. Western farmers 
Saw in this eres a market for wheat, hay, oats, eggs 
and dairy pROGUCES ,» a1) the output of the farms. Coal 
owners in Southern Alberta foresaw a demand for coke 


for developing the mining properties of British 


Columbia. The merchants of Winnipeg looked forward to 
replacing St.Paul and Minneapolis as sources of supply." 
| MR MILLIKEN: That quotation is taken from the 
Uifeso£ Sifton, page 146, 

_THE WITNESS: "In 1896 the Laurier Government had 
been returned to power. Clifford Sifton, a young lawyer 
from Brandon had accepted the portfolio of Minister of the 

Interior, He had already snnounced an aggressive immigration 
policy by means of which he hoped to increase the population 
of Canada to twelve million within the next ten years ove-tHisa 
plan called for this increase to flow mainly from settlement 
of the West. 

At that time, as a result of a continent wide 
depression the C.P.R. found the financing of any further 
development no easy task, The cash subsidies granted to it 
by the Government of Canada had all been invested in con- 
| Structing end equipping the main line. The extensive land 
grants had thus far been of little or no assistance because 
of the lack of demand for land. 


I would like to pause here, my lord, to make a 


M br ety) ot ay, bev, 
} NW hi, Mt ne i Winds ia 
i % 


ots oe i Vise ce * é | 
mie i anh h , in anit Bis " Hs 
ii | i=. nig wu ' Ae. 
ays my No i iH eh j , pa ine 


eciDae 


: arr: pe ALE at Ol mi) A mk oi shut ail ent i oh of 
"aikon avenue 2 abe -9itd) io saute Fe 7 is " eu 
ce ‘Wi “shtse gored | bai etiot  ebdenttog | 
at pater Bakog. new tosmie ke ad Xo: ‘obent, we BEAM vated oe 7 i | 
4 x Wawa Bark it batw oii dude: e "evo eotade hoatau said. , 
_pramye?, inteteoW dus TERE otttoed ncsclacoHt: ont te: +bhed 
by: ae ere yesh tester 0 ‘downent” Bins a te nb ise i 
F tec ip CEST tht! to iertiz0, ort bis Ladouborg: eadeb: bas | 
a alte 308, “Brremot! 6 woborto? advedeil’ naolteo® ea eyerwe. = i 


ace) dorsi vo. aotdraquteg ‘oundatio Site: yotgafavont nod ny tg a 
> ot ‘buswn0? hostel ee, to ‘eteoro-tom, oat: etd Loe Ly . a 
‘ fgque Lo doors de es B2Logasmmin baw fyek.d amdoc Lean ‘an 
i ay wort noite Bh eokgatoum: toi ESRI OM, aM. 7 i ; 

7 rv Hever oh GREE Saag MOTTE, to, othe 


‘bart Somes 08: nalwed ‘ails Sear. wi” LeeaUMTEH, CHT Uk ae 

owed yasoy ¢ (godt £2. bao Relo) Esme ost honrujton se a 
seta 39 SOTELA ce: "te, ofetdnoq ont hodasaom: bec: nobasth. nosh 
tangs amt ovis wage AE: Holscsehaisne Yieonks: bos ott _atoknating 4 i 
piveligog athh ybpets ak Ow beqod ort rho tsi te: Bebont 1h wRkon . 
elit BRAY, ‘tod hast ont ext nobigtin aniows ‘od shane: 20. 4 
emed eo at ister wort 98 } Semen sie: 0%. AelLes, nig 
My | (As tell, ott 0,,! 
| ihn sin daeinctine ee te eae 8 es” ong toa th 
sea a ‘ant ieioeus oh bru bm ta) 
8s boenaria sbiatadve wae. aft anit? let wee os 
i sc wee botdovae wooed yee ‘bed jomeae®. Yo. 


-19434- Mr. Wesson 


comment. While thet statement was true at the time, 
things started to change after the immigration policy of 
the Government and Sir Clifford Sifton became successful. 
In 1911 the Wesson family started to purchase land. In 
1911 we purchased half 3 section, one quarter of which 
cost us $20 an acre, the other quarter $24 en acre. In 
1919 another quarter section--- 

MR MILLIKEN: Q. From whom did you buy that half- 
Section? 

my (ioe CoP LR, IT think T ssid so, Mr. Milliken. An- 
other quarter section at $19 an acre, all raw land covered 
with poplar bluffs end willow brush. 

Q@. Did you get it from the’ G.P.R.? 

Me oe tPon the C.P,R, 

MR O'DONNELL: Q. Including the brush? 

A. Including the brush. That land was bought under 
contract after a very generous deposit as far as we were 
concerned, but it carried with it six per cent interest, 
interest compounded in the event that the contractor did 
not meet his payments, which during the period, my lord, 
was quite often. I am raising this question now to show 
you the change which took place. This land cost the 
Wesson family over $10,000 principal less interest com- 
pounded through the years. Now we find this land is 
Situated in the centre of a very successful oilfield, and 
that the Canadian Pocific Railway still own e11 the mineral 
and the oil rights. 

THE CHAIRMAN: Q. Does the land still belong to 
the Wesson family? 

A. Still belongs to thie Wesson family, and all paid 
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MR. SINCLAIR: Where is this land? 

A. North of Maidstone, East of Lloydminster, 
right. in the oilfields. TI am pointing this out to show 
that while this statement I read in the Brief was true, 
that on the basis of the information I have just given 
to you extemporaneously, multiplied many many thousands 
of times, that the Canadian Pacific Railway Company looked 
like they owned nothing in 1900 or 1897. Yet it turned 
out to be a veritable bonanza based on our own experience, 
and the Company must have collected - well, I wouldn't 
like to state the enormous amount of money that must have 
been collected by the C.P.R. in sales of lands which 
cost them nothing to acquire in the first place. They 
still have revenue, continuous revenue for years to 
come in all those areas where they still own mineral and 
oil rights. I will now continue to read. 

Building the main line of the C.P.R. through 
the Kicking Horse Pass had not been sufficient to keep 
American Railways from invading Canadian Territory. A 
railway from Lethbridge to Nelson would not only enable 
the C.P.R. to invade this territory and control its freight 
tonnage, but would assure it of a virtual monopoly of rail 
transportation in all of that area of Alberta lying south 

| or Galgary. 

The Government of British Columbia had 

| already granted two Charters to Companies to build 
railroads through the Southern part of the Province: the 
British Columbia Southern Railway from Nelson to New 
Westminster; and the Columbia and Western Railway a much 


shorter line through part of the most valuable mineral area 
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lying between Nelson and Penticton. These grants carried 
with them land subsidies of 20,000 acres per mile 
including mineral rights, exemption from taxation for a 
period of years, and royalites on all gold and silver found 
| on or under any of the land grants. 
| The Columbia and Western had constructed 33 
miles of railway connecting Robson, Rossland and Trail. 
It also owned a smelter at Trail. The British Columbia 
Southern Railway, apart from having constructed a highway, 
had not proceeded with its undertaking. 
MR. MILLIKEN: Just a minute. There were 
so many B.C. Statutes in which these charters and their 


grants are quoted, that I didn't put them in here. I 


have practically a page of the references to Statutes 
of B.C. If you wish them I can give them to the 
Secretary, but we deliberately left them out because 
there are so many. They start in 1888 and almost every 
second year they passed another Statute amending or 
dealing with the situation up to 1898. All right, 

Mr. Wesson. 

A. The Government of Canada declared both 
undertakings to be works for the general benefit of 
Canada, and authorized the B.C. Southern to construct 
a railway from Nelson through the Crow's Nest Pass to 
Lethbridge. It then authorized both companies to lease 


their undertakings to the Canadian Pacific Railway. 


The C.P.R. acquired the charter of the 
British Columbia Southern with all its subsidy rights 
for a purely nominal sum, and likewise acquired for the 
sum of $800,000 the Columbia and Southern Railway - 2 


MR. MILLIKEN: That should be Western instead of 
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Southern. That is a mistake. The information which was 
secured as to the fact that the first was a purely 
nominal sum and the next for $800,000, we obtained 
from the Annual Report of the President of the C.P.R. 
given to the shareholders in the year 1897. The expression 
"nominal sum" was his own expression. 
MR. O'DONNELL: Is the $800,000 a nominal sum? 
MR. MILLIKEN: $800,000 is the other railroad. 
I don't know what the sum was in this case. His report 
said it was a nominal sum and the second railroad was ror 
$800,000 with the smelters. That information is contained 
in the Annual Report of the President to the Company. 
Yes, Mr. Wesson. 
A. The C.P.R. acquired the charter of the 
British Columbia Svuthern with all its subsidy rights 
for a purely nominal sum, and likewise acquired for the 
sum of $800,000 the Columbia and Western Railway, including 
33 miles of railway and the smelter at Trail, which 
Subsequently became such a source of wealth to the company. 
The President of the C.P.R. at the annual meeting of the 
Company in 1897 in describing the properties secured 
with the Columbia and Western Railway declared:- 
"The coal deposits made accessible by 
the Crow's Nest Railway are of great extent 
and extraordinary character. The aggregate 
thickness of the beds in the - immediate 
vicinity of the railway exceeds 125 feet, 
and the coals are of excellent quality and 
make superior coke, the latter being of 
especial consequence as affecting the smelting 
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of remark that the mining districts of Southern 
British Columbia are exceptionally fortunate 

in possessing an abundance of coal, a 

boundless supply of timber, numerous water- 
powers, a health climate, and, close at 

hand, agricultural districts affording cheap 
and plentiful food." 

MR. MILLIKEN: That my lord, is paragraph 15 
of the Report of the President in 1897. Yes, Mr. Wesson? 
I am sorry I stopped you. 

A. On September 6, 1897, the Company entered into 


the Crow's Nest Agreement with the Government of Canada 


to construct a railroad from Lethbridge to Nelson and 
thereby secured a subsidy amounting to $3,404,720. The 
land grants secured from the Province of British Columbia 
amounted to approximately $3,620,000 acres including 
mineral rights as well as an area of 6 square miles of 

| coal land. 

MR. MILLIKEN: That later statement, Mr. 

Chairman, is taken from paragraph 14 of the President's 

| Report in 1897. 

| COMMISSIONER ANGUS: Were these lands in 
addition to those acquired by the two railways mentioned 
before? 

| MR. MILLIKEN: No, they were the same lands. 

COMMISSIONER ANGUS: Same lands. 


MR. MILLIKEN: They are the same lands, sir. 
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By building this railway the Company excluded 
the threatened United States rail invasion, and obtained 
a monopoly of all rail transport in that portion of the 
Province of Alberta lying south of eee which it still 
enjoys. It also had the assurance of the Government that 
an aggressive immigration policy of settlement of the 
prairies would be inaugurated without delay. This was or 
twofold advantage to the Company; on the one hand it would 
benefit from the increased freight both to and from the 
west; on the other hand from the improved demand for land 
granted to the Company which would flow from increased 
settlement. 

From the Government's point of view, it was of 
vital importance to appease the unrest among those already 
residing on the prairies. 

The Government, therefore, under the Crow's Nest 
Pass Agreement, undertook to pay the construction subsidy 
in question, upon condition that the C.P.R. make a reduction 
of .3¢ per 100 pounds in the then existing freight rates 
on the shipment of grain and flour from all points West of 
Fort William, together with a reduction of from 10% to 
33 1/3% on a specified list of commodities of vital importance 
to agriculture, to be shipped from the East, the most 
important of which were farm implements. The Company further 
agreed to operate at not more than those rates in perpetuity. 

While the rates set by the Agreement only applied 
to the C.P.R., competition compelled other lines of railway 
when built in the West to meet the rates set by that Company 
under the Agreement. 

It should be noted that the rates in existence 


in 1897 when the Agreement in question was entered into, 
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were rates which had been set by the railway, without 
governmental or other interference. 

The effect of the Agreement was that these rates 
constituted a maximum rate for all time. Indeed, with the 
possible exception of the first four years after the Agree - 
ment was made, the rates charged by the Company were always 
less than this maximum until the year 1918. The Agreement, 
because of war conditions, was suspended by government action 
from 1918 until 1922, during which period the rates were 
raised above the maximum. In 1922 the rates on grain and 
flour were again reduced to the maximum set by the Agree- 
ment. It was not until 1924 that the rates on the other 
commodities moving from the East as specified by the 
Agreement were reduced to the maximum set by its terms. 

Upon reinstatement of the Crow's Nest Pass 
rates in their entirety, July 7th, 1924, the CvP.R. for 
the first time took the position that the Agreement only 
applied to shipping points which were in existence in 
1897. It accordingly ignored the maximum set by the 
Agreement insofar as all other points were concerned. The 
discrimination and confusion thus created brought about 
appeals to the Board of Railway Commissioners, and the 
Government alike. The Board held that the provisions of 
the Agreement had been overridden by the Railway Act and it, 
therefore, restored the rates in existence prior to July 
7th, 1924, which on west bound freight were at a level 


higher than the maximum set by the Agreement. 
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MR. MILLIKEN: TI am stopping there a momer.t, 
Mr. Wesson. You notice we have only made reference to 
the westbound freight. The question that was of course 
before the Board at that time was dealing only with 
westbound freight. It was not dealing with the grain 
and flour. Yes, Mr. Wesson? 

A. The Board's decision was reversed by the 
Supreme Court of Canada, which held that the Crow's Nest 
Agreement was binding upon the Railroad and the Railway 
Commissioners, but only applied to shipping points in 
existence in 1897. 

The Parliament of Canada in 1925 intervened 
by relieving the Railway Company of its obligations under 
the Agreement with regard to all commodities shipped 
from Eastern Canada to the West. Thereby it removed the 
ceiling set by the Agreement on all such commodities. At 
the same time, Parliament not only refused to relieve the 
Railway Company of its obligations with regard to grain 
and flour rates, but enacted that they should apply to 
all shipping points, irrespective of whether or not they 
were in existence in 1897. 

Parliament in refusing to relieve the Company 
of its obligation with regard to grain and grain products 
was influenced by the findings of a Parliamentary Committee 
which had been set up in 1922 to investigate the question 
of the Crow's Nest Pass rates. The findings of that 
Committee were summarized by an Order-in-Council issued 
on the 5th day of June, 1925, reading in part as follows:- 

"The Committee are further of the 

opinion that as the production and export 


of grain and flour forms one of the chief 
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assets of the Dominion and in order to 
eccourage the further development of the 
great grain growing Provinces of the West 
on which development the future of Canada 
in large measure depends, it is desirable 
that the maximum cost of the transportation 
of these products should be determined and 
known, and, therefore, are of opinion that 
the maximum established for rates on grain and 
and flour as at present in force under the 
Crow's Nest Pass Agreement should not be 


exceeded." 


We have already noted the considerations granted 
to the C.P.R. in exchange for these maximum rates. Those 
considerations also carried with them the promise of a 
large increase in earnings from the impetus which would 
thus be given to mining (See the pheatdentie Report to the 
Annual Meeting, 1897), to say nothing of the large increase 
in traffic which would come to the Company if the Government 
should succeed in settling the prairies with immigrants. 

The Government, on the other hand, believing 
high freight rates to be one of the contributing causes of 
Western Stagnation, deemed it of national importance to have 
Western transportation rates affecting primary producers 
controlled by Parliament. 

The Government fully realized that Eastern rates 
were controlled by the competition of the waters of the 
Great Lakes and Eastern Rivers. The water competition of 
the East, however, had only been made effective by the 
expenditure of hundreds of millions of dollars by the 


Government of Canada in the construction of canals, locks 
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and harbours, removing the ph'ysical obstacles to water 
borne transportation. Millions of public money is still 
being spent in the maintenance of canals, locks and 
harbours. The Pacific Coast rates on the other hand are 
controlled by competition of the Panama Canal. Thus it 
is that of'-all Canada, the Prairie Provinces alone have 
no competitive relief. 
Speaking of the Crow's Nest Pass rates, the 
Right Honourable MacKenzie King is reported in the 
Winnipeg Free Press of November 3rd, 1924, as saying:- 
"The East is protected by waterways; 
The Pacific by the Panama Canal and the 
West by Parliament." 
Nor is the situation altered today. The 
Western producers are still at the mercy of transportation 
companies, save for the protection of the Crow's Nest 
Pass Agreement. 
The Company contends the Western farmer should 
pay higher rates because when the maximum was set in 1897, 
wheat sold for 70¢ per bushel at Fort William, while today 
it is selling for $2.00 at Fort W illiam. 
MR. MILLIKEN: Mr. Wesson, what do you mean 
by the "Company"? 
Ae “ENG CSP sh. 
| Q 


ye 


Pardon me for interrupting you. 

A. This would have been a very useful argument 
for the farmers in 1932 when they were receiving 383¢ 
per bushel for wheat at Fort William out of which 383¢ 
they had to pay freight. 

I want to cease reading here to offer a little 


further information, because when we were going through this 
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Brief, I think that 383¢ for many years has been used 
quite loosely, and I checked up and I found the lowest 
price quoted, December 16 - - 

Q. What year? 

A. 1932, the close of the market that day, that 
was the December future, 39-3/8¢, and the low for the day 
was 38¢ in trading. The most significant thing that I 
want to bring before your Royal Commission - - 

THE CHAIRMAN: Did you say 38¢ even? 

Rae” SO 

MR. MILLIKEN: Yes, even. 

THE WITNESS: A low of 38 and closed at 
39-3/8 for the day. I was quite intrigued with what I 
found going back into our record and getting the price 
cards issued by the Market Quotation Service at the 
time. Market Quotation Service has always been the 
organization that determined the street price to be paid 
on all classes of grain at the close of the market. It 
used to go out by mail and wire and now goes by radio 
twice a day. 

MR. MILLIKEN: @. To all elevator companies] 

A. To all elevator companies, United Grain 
Growers and everyone else, as long as grain is being 
sold on the open market. I would just like to quote 
what this 39-3/8¢ close meant to the farmer in the 
country. I shall take the 24d freight rate point because 
that is where my farm is located. No. 1 Northern, 20¢; 
No. 2 Northern 17¢; No. 3 Northern 15¢; No. 4 Northern 
133¢; No. 5 Northern 113¢; No. 6 Northern 7Ts¢; feed 
wheat 33¢. 
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A. That is after paying the freight and elevator 
charges, that was the price net to the farmer at that 
date. Then we proceed to give some further information. 


It will only take a moment to do it. 


(Page 19448 follows) 
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We will take oats from the top grade of 74¢ to 
the lowest grade, 3 feed, 3¢ a bushel. Barley, the high 
grade was 1l¢ and the lowest grade 5o¢. 

Q. You have almost got 9 buyer's market? 

A. Almost. But that is not the most importent ques- 
tion, sir, end I presume I will be examined on this later. 
Attached to this is a supplementary sheet dealing with the 
price levels of what we call off-grade grains, tops, damps, 
rejected, and so on, and I have marked one or two especial- 
ly. Damp wheat, 6¢ under straight grade. Tough oats for 
the top grade 2¢. All others 1¢ under straight grades. 

IL merely want to illustrate by saying this, that 
when the quotation for 3 oats, 3 feed oats, was 3¢ and 
tough oats was 1d under straight grades, on this day this 
grade was worth to the farmer of the country half a cent 
less than nothing, or, if he insisted on delivering to the 
elevator company he would have had to pay the elevator half 
a cent a bushel to take it in. That is the position when 
you get the low prices as reflected back to the farmer in 
the country, and the amount of money he sctually gets when 
he sells his grain based on Fort William prices, less 
freight, less elevator handling charges. 

Q@. You stopped in the middle of that paragraph, Mr. 
Wesson. 

A. As I just said, sir, out of which 383¢ they had to 
pay freight. The present wheat price is entirely due to 
the aftermath of 3 great war. A consideration of the price 
of wheat for any period of time other than war, shows that 
the average price paid to the Western farmer has been in 
the neighbourhood of $1.00 per bushel, out of which the 
former again paid the freight to Fort William. The freight 


rate on grain has never borne any relationship to its market 
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I want to repeat that: The freight rate on grain 
has never borne any relationship to its market price. 

THE CHAIRMAN: Q. Do you mean by that that it has 
never veried with the market price? 

A. Yes, sir; that is, the market price has never 
fitted itself to any variation or change or otherwise of 
freight paid by the farmer. 

The Company further Says that should it ever come 
about thet the maximum set by the Agreement should prove 
inadequate to return the Company a profit, then all other 
Shippers must make up the deficiency. Any application 
based on that contention should not be considered until 
all other sources of revenue have been exhausted. 

To a Transportation Company which was under 
obligation to operate 9 Railway from the East to the 
Pacific Coast, the creation of a Prairie traffic was 3 
matter of vital importance if financial success was to be 
achieved. Hence the interest of the Company in the 
settlement of the Prairies, which was also so important a 
factor influencing the Government to enter into the Agree- 


ment. 


The objectives of both the Company and the Government 


have been attained because in 1948 ton mile freight other 
than grain exceeded grain traffic. 

For the second time since 1897 the C.P.R. is 
attacking the Crow's Nest Agreement. 

The arguments presently advanced by the C.P.R. are, 
for all practical purposes, the same as those offered by 
them before the Parliamentary Committee on Transportation 
in 1922. Indeed, the circumstances as they exist today, 
are similar in almost a11 respects to those which existed at 
that time. Then, as now, the Ruilways were facing diffi- 


culties brought about by post war conditions, namely, 


Ma hase ee: 
eels deauert « ot? daaw 


, a! ba ah ni BTA 


goebiad? idatiotee te tna’ ‘ata Eg 


4 7 


noant “ey ‘od 1B! RAM STT ARS AT 


{ ) = 
fsosty Jean on? cba toy ‘even 


i WOT aAGh eoLIs Jonyom ens % Ba aa rio | ste Pa Sa | pee se: ah: i) a Aa) 
if m =f . ye 


“So eu beteiito wo: ayrcte. Yo-ndktelvay wie of Vioeds bedeie {sp 


~- 

= 

we 
> 


ny lox] 


j : col re o # CP Olen 
. Wii se Vonrgsl ods yt 


Ppa 1] J fl ¥ wa 


, oh A 4 ge or signs A ei 5 Y eae ee ve prey ‘ 
‘mt bel Titys & Mew ws Ye . t Ese tae’ y itt SMa. ith § P ‘i 
4 ; ; ’ 
Mi, de : ' oN BIA see we ved es he. ons 
i (yf Het ‘ = ae he oe im yr: eT f wy v ad dives on 
i : ; yr at ) 
¥) ah Re el aes, he! Laie ake batt ako te eye eee Se ee oe « Wad 7 
. La 7 : ae | AP “4 ree DRS Ga tag a Ge Shins Ff} Ti tek 7 Ges re SBUPt He i> 
f ; i ¢ 
WY AW ude 2] 4 i : le ra As % fa atyg Tad wv 45D) moat fe Se 9 fo) = 
’ 4 $ 


1 (Rae elon ee ie ae a we ; ae te eet A Fe od + wet’ i mh kee a 
Ponah Linon: ed: FOr Dios” AO Lene tnes: Parte fp -bevad 


C 
; j 
. a f ‘ * See ol ney coe ee rr ; 
¥ ity S ct ae fen AM V t °F3 oe TOR Seie serie DLE 
j 
Pade 3 a Se Pe yr Ee, aS ge RE ee te, “the. oy LT 
La: - “FN i? Y ct \ P He ~~. oe z b : 
J BW OW Vnaeon nol ecigganait 6.08 Yi ' 
e AA 
a7 ah s F ee | es ae Th in a ee t ‘ve 
¥ . rh i) : ~ f . eos ’ ‘Se ee r 
i Wi OTS He. Asie of noliequilso, 43 
‘ , 
i ) : ‘ 
H Apis : {4 Wr. ‘ 
nf PCy ie rac v4 | ee Re 5 hie xa i> A eae a a 
, 4) 5 Les Bi tes) pes.’ F7 Nigh Oy By yal BEX iw. CF 5 By. i 
fet ; : 
} ‘ a 5 1 
ees 4 + gr4 4 Y Le a a“ * 
arog eye Sa are i al ok Bo ss ate ". 5 eats she enn ii ot aL Ve a! 
ily eh On seid <4 Gi ot irs ty p OS ha es ae x COGS? ¥ a9 151 ee hE a ue 4 ) TOTy oaal ' 
wil / 4 ' . 
{ ; ¢ 
he 3 whl) eee by uf 3 ake Pt ore. * ix 7 
Fat NEAR) f5 TOMSTTLE OG SOSH - pave ries 
‘ 
rae 7 rtf 3 yt < P 
2 r < yeies ~ ae et co si s 4th 
Seige oe ofte sew doen rEoMst. pd’ tor tromelodes 
A 
coed oe . 
: wr Sf ads SE bey é ¢. 4 s ? fa Pree i Whee 
HOeteA SH? oO fax od Fitonteriavod ond yoten’ i 
. a 
ua 
“i 
‘ ; cy) ) a 
H 
- ? 
‘5 , it hs 
tees ad af - 4! r ids, a Ne " «@} 
IE ey ee te Ty r lan i af: he vig’ rks oy AA ~ f 
eNLOV OL T he Seto wat 2 ito fevitsel ta: ont : 
4 o 
( 
aig Ne HRT Nay aah, r ex a 4 Sle bis 2 Y 
3 5 ap ee S| ele mel mole Fue ea a eS % - “Ee art 
4 a be RS rh a a U4 a Vrs. IS) PEVBOAT Hyrnz tie w oo Fie GES 
aye Sou 1 ty fe ; . 4 P 
is hy 
5 ' , . * i 
4 ; 5 PO ee be Bes whe ae eae esas pene pe 1 a 
. mt . ol etary MIG %8 Pobeooxs fiote: recy . 
‘ u / j ¢ ‘ re Fy . it we ye 
: \ 
i i : 
"6 » A rah Bia ae i 
ot Cy Oe enw Pe Bay sho y 
| a at vite wey at \i hi Lv it diet ae 4 Tod 
i x | 7) i 


+ OF LRP ra alee OR Ue eae ert COREE Ee Poa aPC RE Bee, i . : A ; 
Pie v ia, 7 Abs Daonevy mi ip MN yar EG iN Seta os ay ay 4 


1 a, ; 1s? 


Pate Shed ae i F i ' ; 

| *¢ HESS Io gaott be: eebe: oHd ssunooue ts ee fife” 0%. 
j ive me ‘ ; Hs iy 9a) 

r 


a ee Ate Sri a aad uo tou sists 


i. ek ag 


“i dg ue! 
eae 


om ti tne gad ag. aeeied jaauwate ‘Bia’ ‘ byohns 


\a 
met ie 


ee 
bata’ ” ™ - cal wat ‘ poke ts e4 
Bike <ehensbone Sagnt Ga. ie 


IND 


-19450- Mr. Wesson 


recurring demands for higher wages, higher operating costs 
and threatened fall in revenue, 

The Reilways argued in 1922, and argue today, 
that under the Crow's Nest Pass Agreement grain and grain 
products are carried at less than cost. This argument is 
based on a cost of handling analysis, which omits consider- 
ation of the benefits which have accrued, and are accruing, 
to the Railway as a result of the 1897 Agreement. These 
benefits, as already noted, extend far beyond the subsidies 
paid for the construction of the Crow's Nest Pass Railway. 
Out of these benefits hss grown the Consolidated Mining & 
Smelting Co. of Canada Ltd., which in 1948 paid 9 dividend 
to the Canadian Pacific Railway approximately equal to its 
net operating railway revenue less tax, as shown by the 
Company's 1948 oennual report. 

Of greater value yet, are the unseen benefits 
flowing from the monopoly of the Southern Alberta and 
Southern British Columbia carrying trade--- 

MR MILLIKEN: Just a moment. "Western Canadian" 
is being corrected; it is an error, 

THE CHAIRMAN: "The monopoly of the Western Canadian 
carrying trade" -- you want to change that? 

MR MILLIKEN: Change that from "Western Canadian" 
to "Southern Alberta and Southern British Columbia." 

THE CHAIRMAN: "Monopoly of the Southern Alberta 
and Seuthern British Columbia carrying trade," 

THE WITNESS: ---which was created for this Company 
by the Canadian Government through the Crow's Nest Agreement. 

The Canadian Pacific Railway suggests that it 
Should be relieved of its undertaking under the Agreement, 
and be allowed to retain all the benefits; that freight 
rates on grain and grain products should be placed under the 


control of the Board of Transport Commissioners. 
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It is submitted that these benefits are beyond 
the purview of the Board of Transport Commissioners because 
under the provisions of the Railway Act they could not be 
taken into consideration in determining rates. Western 
grain rates which are definitely tied to those benefits, 
must, therefore, continue to be dealt with by the Parliament 
of Canada on the national policy level, 

Todsy, in the face of increasing world competition, 
Western farmers sre being forced to cut down their cost of 
production, It is incumbent upon the Railways, on their 
part, to ensure that none of their costs are out of line 
with those in the general economy, Weges and salaries 
make up the largest factor in the railway cost structure 
amounting in 1948, to 57% of the total operating costs. 

I think, Mr. Milliken, thet figure should be 
plone 

MR MILLIKEN: I believe that is correct. 

THE WITNESS: It should be 58.4. 

MR MELLIKEN: Lt°ts pretty fair .etrs7, 

THE WITNESS: The Railways are being met with 
recurring demands for wage end salary increases and shorter 
hours, which to date they have not seen fit to resist. 

THE CHAIRMAN:Q. Pardon me. You say the railways 
have not seen fit to resist ? 

WeratThat: ta what. ltr says, sai: 

Ow, sel iniehne, 

A. The result hss been 3s divergence between the rail- 
way wage level and the general income level on the Prairies 
which has become increasingly burdensome to the Western 
farmer through increases in freight rates on consumer goods. 

It is submitted that the Railways! wage level 
should be fairly related to that of those who pey the 


freight. There is a duty upon the Railways to see that 


Ne 
i 


ve. se 


‘eiee 


‘ pari ae WAP one 
ty 


bag SoA ‘ews sas Yo sinnt Giver va 
; sHeee lt ‘bicct ities ht wot? ereb bike tei abate a 


© ui 
a | 


ny . G “ ee h ti i vi a ae | 
{e329 desig Sele gt. Dt uae Tu SSLALTOO. Gere oti. "aabe'r tte 
eae x me Oa (oho Neen) A he alae = Dae iad Wee ge aie 2 

Mat iiet ate Vo agtlyw wTiesh ed od obit tne 4a ator Sage a 


= i 
i 


oven art or iy 


ee 
wa ~ 


oe dot Re, ey ee eee dive ie eed 
WR Ns eer me pvt sila er ft a 
AA? Rak SAG +6 Ai CIVSND : . ‘oq. 


ane Wee Rae 
ark) Oe sti ys | ate 


Woe Maaco & ; 
pitt Gi. ooteay? 


Pr wh te ie ’ stim Lie Ww Se 


¥ — 5 i is aie SR he eras ro ay ¢ : - : 
ae PTR SOO pie Meee) Rms © | yen age Ble ‘ | >» 
7 SR OO IC OPEL 3 P's BAT Pete HO Pit 
{ 
' 
. : iltow See ‘i 
P phe be 4 be vas: r 1 f 
r y ; ; L. ont 
; ‘ Ae ae 
: ane ‘yan { 
j Tas ~ 
ss , s Pe OE ay | 
: : * TET "4 
+ Y RONG Km aee by At asin wel 
= peri DOS Puente akg neg on 
Th. 1. GGuver lw aate: Pears 
‘ ae i is ae 4 } was ‘. _ ‘a ng * ‘4g 
, tA VW ks + Vere Fate } , i 
E < ge: : 
Touw " ) art a ery ree ea , 
. 
| 
v ; Y a , 
, en 3 . 3 gh 4 
ae : Ce ere path oe ae tury dgbes: . 
os a 4 it “y x et wie ee 4 t - Mc 
m NOW SOU Bie Soros 
Wa . 
gate hald Sieh a cone aie ol a ii to gr Be: a 0 he os 
4 OF* rvs i Sse i Sot M2 fe Ot ae? | oe | Pek ,cigory 
; ; - ; ’ C 
Le ie ts ie ae BT att onc ae a ata 
Mins * Nee Des eaten” Ps Pt ' 
rats Lh dhe at «yt VaAMer Al i ah 
i i 
+ } 2 3 t 4 ny aco an it ~< — F lade . a eh a pst tn Sale Pe ark ov ; 
er i , CARRE OF Cult Maen FO) Svem -_ 


Ore j i - b a fy I - ; ; y; ' 
AY hal ow AL, “hb vel e of Fee tw opt tea “ae rhe 
i : : ; ae cer 3A St 7 - 
iy aL ah asa i aattaa ‘Gaia ta et") 
Fs eS ad : i five . a} vi a 
ek ie yasad sors: 5 a woe Bart ives Ovi oh ae 
miata hh a are 


jit é a of 


bf gt 


f sens ont: bis” towed ¢ a3 pw ow 


2 Pee ot = aa ; a rh Paras Ne 
i had Aisi “gtaniéesapds, ‘emroowe bee A site oral 
‘sega 10: etter igo stant al oe seidirdont, suc ae) 

a i} p age y re i 


spa irda ait ‘tery ‘pede is 


jotting: “Eola ie 6 


RND 


~19452- Mr. Wesson 


Such a relation is maintained. The Western farmer is not 
Satisfied that this duty has been fulfilled. Past wage 
increases have been made the basis of applications to the 
Board of Transport Commissioners for increased freight 
rates. Now the C.P.R. contends that a point has been 
reached where it must be released from its obligation 
under the Crow's Nest Agreement as a last remaining 

avenue of relief, It is submitted that before such a 
course of sction is even contemplated, the Reilways should 
re-examine their wage and salary structure. 

The great proportion of the consumer goods used 
in the West are produced in the East, and the Transportation 
charges for these goods are passed on to the Consumers, 
and the farmer, the heaviest consumer, is slready bearing 
the full brunt of these charges and all increases in them. 
Because he is farther in terms of rail miles from the 
world markets than are his competitors, more of the 
selling price of his product is absorbed in freight. 

MR MILLIKEN: Just 9 moment, Mr. Wesson, 

It appeared there was some misunderstanding as to 
whet was meant by the words we had in there, and we 
decided to delete them and replace them with these. That 
is, the words that ere being deleted are "he must himself 
absorb a very substantial part of the cost of transporting 
his grain to market", and in place of them is put "more 
of the selling price of his product is absorbed in freight." 

MR SINCLAIR: I am sorry, I do not get that. 

MR MILLIKEN: "More of the selling price of his 
product is absorted in freight." 

THE CHAIRMAN: Pardon me. What about the words 
"The Western wheat farmer buys" and so on? Do they remain? 

MR MILLIKEN: They remain, iy, 

THE CHAIRMAN: What are the new words you put in? 
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MR MILLIKEN: "More of the Selling price of his 
product is absorbed in freight." We intended to mean the 
Same thing as the words we are deleting; but they were 
evidently open to two interpretations, 

MR SINCLAIR: The change is so shocking’ that I<=+ 

THE WITNESS: Shall I read that part again, or 
carry on? 

MR MILLIKEN: Have you got that change now, Mr, 
Sinclair? 

MR SINCLAIR : I heard the words, but I don't 
understand them, 

THE WITNESS: To be sure, I will read them again. 

Because he is farther in terms of rail miles from 
the world markets than sre his competitors, more of the 
Selling price of his product is absorbed in freight. The 
Western wheat farmer buys on the basis of cost plus freight 
while he sells his grain on the basis of world prices less 
freight. 

Cunada is vitally interested in her foreign markets, 
The cost of marketing our products has a direct bearing on 
Canada's ability to meet her competitors. This fact has 
long been recognized by the establishment of export freight 
rates at lower levels than domestic rates. It is submitted 
as a matter of principle, that those members of a Community 
trading in the export market cannot be dealt with on- the 
Same basis as those trading in the domestic market. It is 
in the interests of all, that those trading in the export 
market be given consideration consistent with their import- 
ance to the general economy of Canada, and the risks they 
run. 

Nor must it be overlooked that every percentage 
increase in rates imposes a proportionately greater increase 


on Western Canada because its basic rate is higher than that 
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of the East, 


Indeed, Sir Edward Beatty, President of the 
C.P.R., recognized the national interest in Western freight 
rates, when Giving evidence before the Railway & Transport 
Commission, 1931-32, he Said: 

‘he ys struee weuhave the lowest freight rates in 
the world, but we al so have the longest distance to the 
primary markets, These are considerations which have 
to do with the building up of the Country. I do not 
think we can entirely overlook them and treat freight 
rates as purely a mathematical problem, having no 
results but to make railways prosperous or otherwise," 

It is submitted while the Agreement was technically 

one between the Government of Canada and the Geka Re, LO Nee an 
fact an Agreement upon which a third party, namely, the people 
who settled the Prairies, relied as an inducement to build 
the Western economy. Canada and the Railroad must keep faith 
with those people. Those rates must be retained under the 
control of Parliament. 
Respectfully submitted. 
MANITOBA POOL ELEVATORS, 
SASKATCHEWAN CO-OPERATIVE PRODUCERS 


P| 


ALBERTA WHEAT POOL, 


MR MILLIKEN: Thank you, Mr. Wesson, 


EXAMINED BY MR COVERT: 

Q. Mr. Wesson, I just wanted to be clear on one thing 
On \paege sblof. your brief , an the thea paragraph, in the 
last sentence, where you say: 

"Western grain rates which are definitely tied to those 

benefits , must, therefore, continue to be dealt with by 


the Parliament of Canads on the national policy level," 
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And the very last sentence of your brief also was: 

"Those rates must pe retained under the control of 

Parliament." 

Now, what I wanted to find out first was, do you in effect 
Say thet, regardless of what the agreement was, if the 
rates are to be raised they are to be raised by Parliament? 
In other “words, If anybody tampers with them et’ sll it is 
to be Parliament? 

A. We prefer that Parliament leave them alone. 

Q. Yes? 

A. Not if they ask for 3 raise, 

Q. Your preference igs that, but do I gather from 
that that you recognize that there may be a possibility 
that the rate may be changed? 

A. Well, we do not recognize that at all. We Say that 
they should be left under control of Parliament, and today 
we say they should not be changed simply because an agree- 
ment was entered into. Might I expand a little bit here? 

Q. Certainly. 

A. Because before I commenced reading the brief and 
Save a little history, I told you the story of my first 
connection with the Crow's Nest Pass arrangement. That was 
before immigration to Canada in 1907. I next became con- 
cerned with this question in 1918, at which time I was an 
officer in the old Grain Growers! Association, and I don't 
mind saying to you now, sfter all these years--- 

THE CHAIRMAN: Q. Mr. Wesson, would you please turn 
this way? 

A. Pardon me, sir. After all these years, we were a 
little bit concerned when the Crow's Nest Pass rates were 
suspended in 1918. We still looked upon the question of the 
Crow's Nest Pass agreement as being the Magna Carta of 


Western Canada. It wes not until 1921 when we did very much 
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about it, when prices crashed, which will be probably 
dealt with later, Sir, that we saw we were not only losing 
reasonably good prices for wheat but also the protection 
under the Crow's Nest Pass rates, and I think it wes the 
agitation caused in the three prairie provinces in that 
time, assisted by 3s large bloc of men going to Ottawa, 

that caused the other arrangement to be made, when the 
whole question came, I think in 1924 or 1925, under the 
Statute of Parliament. 

This is what I want to Say to you, sir, that when 
this decision was made we farmers of the west believed that 
we had been sold down the river. We did not believe it 
was fair to take 311 those goods coming from the east, 
which were all supplies for production, we did not believe 
it was fair to put them back on higher freight rates, when 
an agreement wes in existence before for which the Canadian 
Pacific Railway had got a lot of concessions made to them 
to carry out, so all we had left then was the Crow's Nest 
Pass rates on wheat end flour, and the application of these 
rates applied to all points in the west rather than just 
those in existence in 1897. I want to repeat, sir, that we 
believed at that time that we were sold down the river 
when we lost the protection we thought we had on our 
freights on incoming goods. 

MR COVERT: Q. Now, as I say the brief seems to 
emphasize two things -- one, the agreement itself. If you 
adopt the attitude that the agreement should never be 
changed, it is an Act of Parliament that should never be 
changed, that is one thing, and if you say that if the 
rates are to be changed they are only to be changed by 
Parliament , that they ere to deal with the question of how 
much or how little they are changed--- 


A. Well, I would answer that question, sir, by saying 
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Chis*i Lam e great believer in the Sanctity of contract. 
I was raised that way in the British Isles before coming 
to this country. If, however, there is to be change, our 
economic conditions pointed out the necessity for a change, 
either for lowering the rates or raising them, I think the 
farmers of Western Canade would be much better satisfied 
to make their application and put the case before a 
Parliamentary committee of the House, with the understanding 
of the economic problems of the west, rather than depend 
on putting their case before the Board of Transport Commis- 
Sioners, who would have nothing in mind except shall we say 
en equity of freight rates apert altogether from the prin- 
Ciple of the egreement which was Signed many years before, 

Qe Well,” could: I. ssyethisyg (Mp. Wesson, that your real 
fear, then, of placing them with any other body than 
Parliament is that consideration of the economic espects 
will not be taken into consideration? 

A. If we face that Situation, I want to repeat again, 
Sir, thet I am still a great believer in the sanctity of 
contract. 

Q. You cannot answer? 

A. No, sir, because I do not know what is going to 
happen in the future. 

MR COVERT: Mr, Chairman, I did not know whether I 
Should take up this question of wages. It seems to me 
that--- 

THE CHA TIRMAN +s. «tpthanlks soy 

MR COVERT: You think I should take it up? Very 
Wel. 

Q. Now, Mr. Wesson, on the same page 11 you say: 

"The Railways are being met with recurring demands for 

wage and salary increases and shorter hours, which to 


date they have not seen fit to resist." 
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Now, we have had officials of the railways here before us 
who have told us that they have resisted wage increases. 

A. Might I sey, sir, that that statement might be s 
little too strong. Might I say that when this brief was 
filed, in the middle of January, we had not at thet time 
seen Mr. Crump's evidence before this Royal Commission, 
sometime just before Christmas. I understand then that he 
did give some information about certain Government inter- 
vention, if that be a good phrase to use, sir? 

THE CHAIRMAN: Yes, it is a good phrase. 

THE WITNESS: That being the case, the statement 
is probably a little bit too strong, but I would like to 
esy this. to.you, sir, that a year.ego last July, 2 think 
it wes July 15th, it was the deadline for a strike -- prior 
to that time there had been a conciliation board recommenda- 
tion for an increase of seven cents an hour, which was 
rejected by the employees of the companies, then on the 
14th information came out that the strike was called off 
and an agreement had been entered into to pay an increase 
to all employees of seventeen cents an hour. This was the 
reaction of the man on the street and of the western 
farmer: It doesn!t seem to make any difference just what 
the lebour organizations want for their members, just as 
long ss the railway companies make the concession and turn 
around and ask for an increase in freight rates to pay it 
with. We as consumers end farmers are left holding the 
bag, and we are paying the shot. Now, there is the view 
of the man on the street, my lord, and of the farmer 
generally. 

MR COVERT: Q. Mr. Wesson, what I want to get down 
to is this: Do you say that there should be some different 


machinery for wage negotiations then exists today? Is that 


what you ere saying? 
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ae No>. Ido not, sir, 

Q@. Then when you say that the railweys' wage level 
Should be fairly related to thet of those who pay the 

freight, are you Suggesting that that is 2 recommendation 
that this Commission Should make? 

A. Could I answer it this way, sir, by Saying that we 
believe in collective bargaining, we believe in the rights 
of labour as well ag agriculture for collective bargaining, 
but the criticism has been already placed before your Com- 
mission, my lord, by the Canadian Federation of Agriculture 
in e brief submitted in September 1949, at which time they 
Submitted to you a schedule taken, I think, from the Bureau 
of Statistics, pointing out through the years from 1939 
the income of employees of steam railways, iron products, 
non-metallic, non-ferrous, chemicals, wood and paper, and 
lastly the farm family income. In 1939 the records teach 
me that the railway employees were now up to the 1929 income 
but the farm family income was $586; steam railway income 
per individuel $1,549. Then we get up to the last year, 
1948, $2,611, farm $2,100, with all the others lower than 
Steam railways. And our people take the view that if there 
is going to be a balenced economy the railway employees 
Should not continue to be so arrogant as to want more than 
other classes of people in this country, not only farmers 
but other classes of people. 

Q@. Mr. Wesson, what I want to find out is if you say 
the situation exists, are you making a recommendation as to 
whet this Commission should do about it? 

A. I think it could be interpreted as saying that we 
think before the Royal Commission mekes its recommendation 
es to what should be done with the Crow's Nest Pass rates, 
and I would say freight rates generally, they should say to 


the railway companies the thing that we recommend, thet 
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the companies should look sat the whole selary and wage 
structure to find out if it is out of line, and the 
figures I have just quoted, sir, I think prove that they 
are, 

Q. You say if it is out of Linej;,;I think you say it 
is out of line with the level that is paid to those who 
pay the freight. What I want to know is whet recommenda - 
tion you suggest should be made? 

A. Well, I think the only answer I can give to that 
question, sir, is that the next time, in the collective 
bargaining that goes on every time a contract expires, at 
the end of a contract, when you are negotiating for a new 
one, it seems to me that the leaders of the labour groups 
in the railway company should not want to ask for a higher 
income than other industries doing the same kind of labour 
in this country. We think they ere unfair, snd they should 
be told thet in these negotiations. 

Q. Well, if they are told it -- I mean, sre you making 
any recommendation to this Commission, Mr. Wesson? 

A. Just what we say in thet psragraph, thet is all. 

Q. Well, I am suggesting it is not a recommendation. 

Aw: Well, shall we leave it,.sir, om the basis of a 
comment, an expression of opinion, end the Commission can do 
as they please with it, without a definite recommendation. 

I would again like to say that we believe that 
that statement, in view of information, sir, is a little 
too strong. We were not aware of--- 

THE CHAIRMAN: Q. Since you have the information 
which was given to us in evidence, as you say, after that 
brief was prepsred, you know that that evidence told us how 
close we came to a general strike, railway strike, in 
Canada? 
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Q. And the last-minute settlement Stopped the strike, 
which was to begin in 3 very short time, 3 matter of days. 
What would you suggest ought to be done in s case of that 
kind? 

A. I would not like to answer that question, sir. 

Q You must face it, you see. 

hie ADD Pash, 

Q. I mean for the future we will heve to face it. 

A. J would say this, sir, that if it comes to a ques- 
tion where labour wants too much, more than the economy 
could stand, I think I would let them strike for 3 while 
and see what would happen. 

Q. Even though that meant tying up the railweys? 

A. It may for a short time, yes, sir. 

COMMISSIONER INNIS: Q@. You would not link up the 
discussion on increases in railwey rates with wage nego- 
tistions? 

AvOLWell> Lathink,! Professor Innis ,-that-that va whet 
has been happening. It seems to the laymen that every 
time there has been an increase in wages, starting in 1946 
-- I am speaking from memory now; I think I have notes in 
the brief somewhere -- since 1939 there has been 3 43¢ an 
hour increase. 
| Q. Yes, but it has been a lock-step arrangement; that 
is to say, wages go up and then rates go up, and then wages 
go up and rates go up, consequently you get a good deal of 
indirect motion or indirect expenditure of energy. Would 
there be any point in linking them directly, that is to say, 
when wages are to go up, then rates go up autometically? 

A. I would say to the extent of dealing with the per- 
centage of 58.4 per cent of all railway costs represented 
by wages, which means that the balance is represented by 


increased cost in 211 materials bought and cost of operation, 
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to the extent of the percentages quoted in the brief, then 
I would say to that percentage must be blamed the increase 
in freight rates to the inerease in wages paid. 

MR COVERT: Q. Mr. Wesson, have you examined at 
all the percentage of wages to total operating costs of 
railways throughout the world? 

A. No, sir, The comparison made by the Federation 
of Agriculture and the Rural Statistics are well set 
out. I quoted some of them, and it is already filed before 
the Commission, 

Q@. Would you think that if the percentage was ebout 
the same in Canada as it was in the United States or in 
England or elsewhere, that would indicate that they were 
too high? 

A. I would not admit, sir, that the economies of the 
United States and Canada can be compared on any basis . 

Q@.° I.do not think I.asked that. I just. asked, if tne 
percentage of wages in the total operating costs of 
Canadien railways, if the percentage was somewhat the same 
-- I do not say the wages, but the percentage of wages to 
cost is somewhat the same -- if it happened to be somewhat 
the same all over the world, would not that indicate that 
there wes @ Similar situation 211 over the world? 

A, Probably could be, sir, yes. 

Q. Now, just one other point I want to take up with 
you, Mr. Wesson, and that was the chenge which you made on 
page 12. I just wanted to see if I could clarify that. 
You say now, es I understand it: 

"Because he is farther in terms of rail miles from the 

world markets than ere his competitors, more of the 


selling price of his product is absorbed in freight." 


Correct? 


A. Yes, that is right. 
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Q. Now, when you refer to his competitor, the western 
farmer's competitor, there, to whom do you particularly 
reter? 

A. The Argentine farmer, the Australian farmer, and to 
@ lesser degree the farmers in the United States, whose 
wheat is in a large measure exported and not used domestic- 
ally in the United States. 

Q. I think you mean the reverse, 

MR MILLIKEN: The other way round, Mr. Wesson, 

MR COVERT: Q. I think you mean the other way 
round. You mean largely domestically used -- is thet it -- 
in the States? 

A. Whet I am saying is -- see if I can say it again; 

I am sorry. Ina lesser degree in the United States the 
farmers in the United States ore further away from the 
Seaboard then either Argentine or Australia -- in export 
wheat, I say, a lesser degree -- that we in Canada are much 
further than even the United States, end a lot further than 
the other two countries -- dealing now with the cost of 
getting wheat to seaboard for export. 

Q. Now, have you compared the costs of the Argentine 
farmer getting his wheat to seaboard for export? Do you 
know what he pays? 

hy No, sir, I do not, not st this time, 

Q. Wel], have you compered them recently at all? 

hK. I do not think it-could be compared, sir, pecaude 
of recent years the farmer has been paid a fixed price. 

THE CHAIRMAN: Q. Been paid what? 

A. A fixed price. The Government--- 
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A. During the years when they did ettempt, three 
years ago, to sell wheat at $5.00 a bushel, in that year 
the fixed price, with its pesos changed into Canadian 
dollars, he was getting $1.35, end never received any more 
money from the farmer, so I Say to answer your question, 
Sir, would be impossible without going back into records 
to find out what happened ten years e60,. D- ceutd not 
answer the question today. 

Q@. Mr. Wesson, have you checked at all, not just 
recently but in past years, as to what it costs the 
Argentine farmer to get his wheat to seaboard? 

A. No, I have not, ‘Bin y 

Q. Now, have you done it with the Australian farmer? 

A. No, sir, I have not, not since the war years; Sir, 


Q. Nor the Americen farmer? 


(Page 19466 follows) 
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A. No, I have not, sir. TI can answer the question 
by saying this, but it involves another question. A 
have a very close and intimate knowledge of what happened 
with price equivalents under the International Wheat 
Agreement. It might throw some light on the question. 

Q. I beg your pardon, on the price what? 


A. On the price equivalents. 


&O 
. 


2Oes) Well, 1. Just wanted, if I could, to examine 
the effect of this sentence:- 
"He is farther in terms of netL miles 

from the world markets than are his 

competitors." 

Well, does the distance of world markets matter if his 
freight rate is less? 

A. Yes, it does, because this statement intends 
to deal with the price of the cereal at seaboard. I have 
been to Australia and visited most of the states, in 1938. 

Q. Can I take it this way, Mr. Wesson, that in 
effect you say that it costs the Western.farmer more to 
deliver his wheat to seaboard than it does the Argentine, 
Australian or American farmer? 

A. Just what do we say there though:-- "More 
of the selling price is absorbed in freight", Y.es, sir. 

Q. Does that mean that it costs the Canadian 
farmer more to get his wheat from his farm to the world 
market than it does the American farmer, the Argentine 
farmer or the Australian farmer? 

A. It-costs him more, sir, as his share in getting 
it first to the primary market. Could I make a statement, 


my lord? It will take longer than four o'clock, I think. 
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THE CHAIRMAN: What is it about? 

A. It is in answer to this question. 

Q. Well, answer it. 

A. The Canadian market to the farmer is the price 
of grain in store, Fort William. That is his market. That 
market price is used for exporting wheat to every country 
in the world; it is used as the basis to sell wheat to 
the domestic millers in this country; it is the market of 
the farmer who wishes to load a car and ship to the market 
and get the full price, basis Fort William, from which is 
deducted in his settlement the full freight charges plus 
all elevator costs. It is a market which reflects back 
to the farmer who accepts a street settlement for his grain, 
and again, sir, a price which reflects Fert William after 
the full freight and full elevator charges have been 
deducted. That is the farmer's market in Canada. 

Now, sir, let us see what happens from then on. Let 
us take the International Wheat Agreement and its basis 
today. I mentioned a few moments ago the question of price 
equivalents. I shall not use for this illustration the | 
deflation of money which brings our prices to $1.98, but in 
general use, $1.80 as the ceiling and $1.50 as the floor. 

I sat through the conferences in London and two years in 
Washington as member of the Canadian Delegation in an 
advisory capacity. Our number 1 Northern wheat at Fort 
William is the base price for Australian and American wheat. 
Under the International Wheat Agreement, how did they 
arrive at. 1t?.) You nave $1.80 as the ceiling price at 

Fort William. Then to arrive at the price equivalent for 
Gulf ports in the States in American dollars and to arrive 
at the ceiling price at Australia in sterling pounds, you 


take the $1.80 and the full .cost of arriving wheat into the 
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U.K., cost, insurance and freight paid, then from that 
c.i.f. basis they work back the entire cost to Australia 
and work it out into pounds and determine what is the 
relative value of $1.80, Fort William in Canadian dollars 
in relationship to the amount of money in pounds or shillings 
received by the Australian farmer at seaboard. Let us ; 
Say that from the Standpoint of the Australian his wheat is 
worth so much in Liverpool, London or Hamburg,if you will. 
Our wheat in this country is also worth so much in London, 
but its base price is $1.80 at Fort William. Very definitely 
all charges back of that $1.80 or of that price as quoted 
at Fort William, must be absorbed by the Western farmer. 
From then on I would say it is a theoretical argument as to 
who pays the freight, and I am not particularly interested; 
merely to say that here is wheat worth $2.40 a bushel over 
in Liverpool and the farmer bringing his cost back clear 
to the country elevator: to say that he absorbs all ons 
freight and all the cost to Liverpool because it is his price, 
is not too important. He does know that the price in 
Liverpool is reflecting within this cost a price at Fort 
William. and all the costs too. To me it doesn't make 
any difference. As you know, you can argue whether a farmer 
pays freight from Fort William, or whether the buyer or 
exporter in this country who charters boat space and ocean 
space, whether he would pay it. The open market system 
Shows exactly the same question. 

So I interpret this statement to mean this. You 
take a basis of $1.80 at Fort William and compare that 0 
&@ seaboard price in Australia or Gulf wheat. To equal 
Gulf wheat of course you would have to get this price 


down nearer to Montreal to compare that on the present price 
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MR. SINCLAIR: I wondered how much nearer 
Montreal. 

THE WITNESS: I am sorry. I sat in court 
yesterday, and it so long since the U.K. have been buying 
wheat from this country basis Fort William. For the last 
two years, $2.00, Churchill $2.00, $2.00 at the coast; and 
for the first two years $1.55. The rest of the cost was 
taken care of by the British Ministry of Shipping. It 
has been rather difficult to get actual figures. I would 
Say, guessing at it, 15¢ a bushel, Montreal rate of lading, 
with transfers and elevators and so on. I could be a few 
cents out on that. 

MR. COVERT: Does that finish your statement? 
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CRCSS-EXAMINATION BY MR. SINCLAIR:- 


Q. Mr. Wesson, you are a farmer from Maidstone, 


Saskatchewan? 

A. Yes, 

Q. And that is on the Canadian National, is it not? 

Agee PhetoiSsricht,»sir, 

Q. Did you read the evidence of Mr. Walker, the 
Chairman of the Canadian Pacific before this Commission? 

A. No sir, I dié not, 

Q@. Well, Mr, Wesson, Canadian Pacific, like you, 
is a great believer in the Sanctity of contracts and he 
made that very clear when he was here. Now, I think if 
you read it you would find that the Canndian Pacific would 
be prepared today to carry out the contract made in. 
1897. Would that be Satisfactory to you? 

Re bin its entirety? 

Q. Yes, 

A. You mean, sir, that it would only apply to those 
points in existence at that time? 

Q. That is what the contract says. 

A. I would say no, sir, it would not be Satisfactory. 


Q. You want something more than the contract provi- 


A. (No; itedonit think we do. 
Q. Well, if the contract applies only to points 
in existence farmers like yourself at Maidstone,Saskatchewan 
would not get the benefit of those low rates, would they? 
A. On the original basis, no sir, that is true. 
Q. So that you do want an extension of that contract? 
A. An extension that would fit in with the ideas ang 
the plans expressed by Sir Clifford Sifton about 1900 
when he said that we want to settle Western Canada and 


might I say, that without the settlement of Western Canada 
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taking place as it did, I think we say in our brief that 
in 1948 the tonnage of freight and other commodities 

was much higher than the tonnage of grain. Had it not 
been for the Settlement, sir, the Crow's Nest Pass 
Agreement would have been of no avail to the Canadian 
Pacific Railway at all or even the concessions which they 
received, even with the Smelters at Trail and all those 
other things. When the West was settled, the prairies 
were settled, it seems to me with the vision that Sir 
Clifford Sifton had in about the year 1900 and that that 
vision has now been realized, and it is obvious to me that 
while learned counsel may want to pin me down to saying 
that we are going to take the contract as it was in the 
first place, there was no inward freight to amount to 
anything at the time. If we are going to take the 
agreement as it was only for those points in existence 
then, I would say that we would have to ask for the contract 
to be changed in fairness to the population of Western 
Canada. 

Q. You will be glad to ..know that, Mr, Wesson, that 
the Canadian Pacific has a very grcoat interest in the 
prosperity of Western Canada and that is only natural? 

A.* I. believe so. 

Q. Now, that being so, and having two-thirds of its 
mileage in Western Canada, do you think that the Canadian 
Pacific would do anything that would bring economic ruin 
to the Western agricultural economy? 

A. I would doubt that - knowingly. 

Q. Now, your personal history was very interesting to 
me, Mr, ‘Wesson. 


A, Thank you, 
Q. And the fact that you had boughtland from the 
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Canadian Pacific under a land contract and I would just 
like to know if you had studied the land policies of the 
Canadian Pacific in any way at all? 

A. No sir, it took me all my time to read the small 
writing on the contract we signed. 

Q. Not smaller than the writing on the grain ticket, 
Mr, Wesson? 

A. Just about the Rue 

Q. A little smaller on the grain ticket, isn't it? 

Aes is dont tathink sox 

Q. You don't? Now, I would suggest to you that the 
Canadian Pacific Railway before the Farmers' Creditors 
Arrangement Act was enacted - and I emphasize that before 
realizing the position of Western farmers who had contracts, 
that the Canadian Pacific voluntarily waived 3ums of 
money that amounted to millions of dollars. Did you 
know that? 

A. Yes, they waived some of our last payment on the 
quarter-section I bought in 1919. It was years and years 
overdue, and they waived some of that, not under the 
Farmers! Creditors Arrangement Act, but a private arrange- 
ment. 

Q, Before the Farmers! Creditors Arrangement Act 
came into existence the Canadian Pacific did voluntarily 

waive? 

A. I am not sure before or after. 

THE CHAIRMAN: What did they waive - interest? 
MR SINCLAIR: Yes, and they gave extensions, 
and I suggest that a reading of the Canadian Pacific land 
policy will show - and the method in which they treated 
their debtors under their land contracts will show that 
they had anticipated by some time all the arrangements of 
(Page 19482 follows) 
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the Farmers! Creditors Arrangement Act and voluntarily 
extended credit beyond that set forth in the legislation 
of the Dominion Government, 

COMMISSIONER INNIS: What is the situation 
in regard to mineral rights, Mr. Sinclair? 

MR SINCLAIR: In regard to mineral rights, 
Diwiinnis, I-think.it goes back quite a bit into history. 

When the Dominion Government set aside one 
million acres to be made available to whoever would build 
the Canadien Pacific Railway, Sir John A, Macdonald, as I 
recall it, went to England and emphasized to the British 
Government that if they would loan this money that they 
would have the security of this land, and, to use the 
words in the memorandum that I have found to be in the 
public archives ~ "all the minerals they contain". 

In spite of that offer, nobody could be found 
to take on the onerous task of building this railway. 

Now, when the Canadian Pacific contract was executed, 
Duncan McIntyre, I think the records show who had been 
doing the negotiations on behalf of the syndicate, said to 
the Government that they would much rather have much less 
land in exchange for a little more cash and I think they 
were prepared - the negotiations and papers are in the 
archives - that they were prepared to give up large blocks 
of land for less than one dollar an acre, 

Now, the Canadian Pacific did, or course, 
receive not only the surface rights but the mineral rights. 
When the first contracts were made, in selling those lands 
some of the contracts do not contain a reservation of 
mineral rights to the company - others do, 

COMMISSIONER INNIS: That is to sy, any 


contract with the Government? 
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MR SINCLAIR: No, this is the contract with 
the purchasers, 

THE CHAIRMAN: Between the Company and the 
purchasers? | 

MR SINCLAIR: That is right. In any contract 
with the Government, of course, we received the mineral 
rights but when the first contracts were made with the 
purchasers, they did not have reservations, The mineral 
rights were not reserved to the Company. Later, they had 
a reservation on coal and petroleum and then all minerals 
because it was deemed that the only mineral that was really 
worth while in some sections of the country was coal, 

Now, the Canadian Pacific have lands on which 
they have all the minerals and on some of their land they 
have been fortunate enough to have had valuable mineral 
discoveries, but, even so, the returngfrom them are not 
equal to the extent to which many people think they are. 

The Canadian Pacific, I don*t thinki-~. 1 dons 
know of any case where the Canadian Facific had rights that 
they could have sold for the very handsome figures that have 
been received by the Alberta Government for certain rights 
in the Redwater Field, for instance - figures of over 
$3 million a section. Is that right, Mr. Frawley? 

MR FRAWLEY: That is because you have not any 
land at Redwater. If you were as good bargainers as the 
Alberta Government, it would be different. 

MR SINCLAIR: I just pointed ou't that we were 
not fortunate enough to have any of that laind. I do know 
that between North Battleford and Lloydmins ter with the 
reservations we have - whether the reservatijions there 


contain oil, I don't know. 
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I presume Mr. Wesson does know and we have 
been fortunate that in one half-section at least of the 
territory we have found some Gud. 

THE WITNESS: Of the Canadian Pacific lands 
in the area, the mineral rights belong to your Company. 

COMMISSIONER INNIS: Thank you very much, 
Mr. Sinclair. 


MR SINCLAIR: I could go on for quite a bit more. 

COMMISSIONER INNIS: You have to look into the 
contract to see just what the situation will be? 

MR SINCLAIR: Yes, and it is a very difficult 
thing because we have some millions of acres of mineral 
rights in Western Canada. Some, I would Say, are worthless; 
some are not. 

Now, Mr, Wesson, I was rather interested in the 
Statement that you made that the farmer got the Fort 
William price less the freight to Fort William and less 
handling charges to the country elevator? 

Ae ‘thet, is right, sir. 
Q. What are the handling charges in a Pool elevator 
a country point in Saskatchewan today? 
A. For carload lots, which is the selling price under 
agreement, it is 23 cents a bushel - in carload lots. 

THE CHAIRMAN: Would you just repeat that? 

A. 23 cents per bushel under the Board of Grain 
Commissioners Agreement, sir. That is carload lots but 
the street price under the agreement with the Canadian 
Wheat Board for handling wheat, oats and barley is 43 cents 
for wheat, 4 cents for barley and 33 cents for oats, 
MR SINCLAIR: Now, you also have under your 


contract with the Wheat Board, certain other payments that 
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you receive - isn't that right? 

A. You mean storage charges? 

Q. And others for handling grain? 

A. No, no others - just the BP oy / 1/25th of a 
cent per bushel per day plus interest. The combination 
of the two makes the carrying charge, 

Q. Now, when you first made your contract with the 
Wheat Board, they set your payment at about 42 cents to 
5 cents a bushel on street sales - Pigny? 

A, When was this, sir? 

G.  935.. 

A. There have been so many changes, 

Q. Would that be about right, Mr. Wesson? 

Asbeliam not too sure, Can’ T min through this just 
a moment? 

Q. If you do not mind, Mr. Weson, if I can just run 
through this little bit and then if you have anything to 
add, I would be very glad to henr it because I know you are 


going to help us, 


THE CHAIRMAN: Would you put your question again? 
MR SINCLAIR: I asked him whether in 1935 the 
figure was around 44 cents to 5 cents per bushel, 
THE WITNESS; Speaking from memory, I think it 
was 5 cents but I would not be sure, 
Q. It is on account of the fact that grain could not 
be moved and a lot of grain was in storage in Western Canada? 
A. That is right. 
Q. And the pools, along with others having these 
great amounts of grain in storage, made very handsome sums 


of money? 


A. After reducing the handling charges, sir, 
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@. Now, I think I am right (you can correct me if I 
am wrong) thet your handling charges in one year got down 
to 1¢ 8 bushel? 

A. 1944, yes, sir. 

Q. And the reason you were able to do that was because 
you were getting so much money or had built up such a fund 
from storage send other woys that you could sfford to do 
that end still make ends meet. Is that correct? 

A. No, sir, that is not the answer at all. The answer 
is that the storage earnings in 1944 were enormous and 
even in spite of handling the grain at 1¢ a bushel, Sask- 
atchewan Pool Elevators efter taking care of all interest 
end depreciation commitments had over $2 million for dis- 
tribution. It came from Storage. 

Q. After 1944 you continued your operation and you 
used up this amount of money you had made and I think your 
handling charges increased; isn't that correct? 

A. Went back to 3¢ the following year. 

Q. And today they are where? 

A. 4d. 

Q. Now, you fix, do you not, Mr. Wesson, the amount 
you receive for handling grain on the basis of the cost of 
providing the service? 

A. We estimate a handling charge that will bring us in 
sufficient revenue based on volume so that at the end of the 
year we shell not be in the red, 

Q. And you make 9 small profit -- or I should not use 
the word "profit" ? 

A. We do not make profits; we make surpluses, 


Q@. And you have set your prices so that you have some 


surplus? 


A. We try to. 


Q. Now, you have controlling the charges you make for 
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hendling grain to country elevators, you have to satisfy the 
Government Board, the Board of Grain Commissioners? 

A. Would you mind repeating that? 

Q@. The Board of Grain Commissioners have some juris- 
diction over your charges to see that they are not unreason- 
able? 

A. The handling charges and the Storing charges only, 
the maximums in each case -- not the street prices; that is 
en agreement between the elevator companies and the Wheat 
Boerd. 

@. And the Board of Grain Commissioners also have juris- 
diction over it, have they not? 

A. Over the carload tariffs and the storage. 

Q. And do you think that because handling charges on 
grain are not fixed by statute that the western farmer is in 
jeopardy? 

A. Well, now, it depends, sir, on whether you are 
dealing with the present position or the experience that the 
farmers have gone through for meny long years. I would say 
that thirty years ago and before the prices charged by the 
elevator companies were exorbitant. They took too much for 
granted. 

MR MILLIKEN: Pardon me, I wonder if it would be 
better if Mr. Wesson moved from there. The sun is right in 
his eyes. 

THE WITNESS: Oh, I guess it is all right; I can 
stand it. 

MR SINCLAIR:Q. There ere independent elevators 
operating in Western Canada today, are there not? 

ne yea,” Sits 

@. And in some areas, some towns, there is no pool or 
U.G.G. Elevator, is there? 


A. Very few in Saskatchewan, 
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Q. Now, let us take Toulon, Manitobs. Do you know 
that place? 

PiwNG, Leo do. noeb, 

Q. For many years there wes not 2 pool elevator 
although there is one now. Now, do you think the farmers 
suffered by delivering grain to Toulon, Manitoba, before 
there was a U.G.G. or pool elevator and when the rates 
for handling cherges were not fixed by statute? 

A. I would say from our towns today we -- 

Q@. No, I am taking the situation at Toulon, Meni tena 

A. For what period? 

Q. Before there was pool or U.G.G. elevator? 

A. It would make a difference. The line elevator 
companies all charged the same prices. 

THE CHAIRMAN: Have you in mind a time before 
the pool wes created, Mr, Sinclair? 

MR SINCLAIR: No, the point is, sir, there are a 
number of towns in the west now which ere not serviced by 
either the U.G.G. or a pool which I look upon as co-operative 
organizations in one sense in that they pay -- 

THE WITNESS: In all senses. 

MR SINCLAIR: Q. I do not want to get into that. 

I would just like to leave it the way I put it -- in one 
Sense, and they pay patronage, dividends or sharing of 
profits, but there sre other companies that sare independent 
end I take it that you would agree with me, Mr. Wesson, 
that the farmers sre not suffering on account of the fact 
that the hendling cherges are not fixed by statute? 

A. They actually ere fixed by statute. 

Q. They are under the jurisdiction or they are under 


the control of the Board of Grein Commissioners? 


A. And the Board of Grain Commissioners operate under 


the Cenede Grain Act, ond they hawe maximum charges, 23¢ 
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@ bushel for 9 carload of grain. The elevator companies 
can charge less if they file the tariff and it is accepted. 
They cannot charge more, I am not too sure whether that is 
38 regulation or a Statute, Mr, Milliken? 

MR MILLIKEN: I think that is a regulation, 

MR SINCLAIR: Very much like freight rates; is 
that correct? 

A. No, I would differentiate, sir, for this reason -- 

Q. iI mean as to the procedure, That is all I am 
talking about just now. 

A. Even as to procedure because, as I understand LG; 
if railway rates are not compensatory then, of course, the 
bigger the volume the more money you lose, but with handling 
grain storage the elevator volume cuts cost and if you 
operate, for the sake of argument, at a capacity of 80,000 
bushels end you handle 120,000, the point is this, that you 
create more surplus. It does not work exactly on the basis 
of your freight rates on the basis of your own argument. 

Q. Well, of course, when you set or negotiated that 
pert of the contract with the Whest Board. that deals with 
handling charges, you negotiated it on the basis of what you 
required to meet your cost? 

A. We tried to, 

Q And give you something in addition; correct? 

A All depending upon volume we may achieve it. 

Q. Yes, but that is what you have in mind? 

A. Oh, yes. 

Q@. Now, I don't want to spend too much time, Mr. 
Wesson, because as @ westerner and a Canadian Pacific 
Railway man, there are some very provocative statements in 
this brief, but I am going to have an opportunity of 
arguing before this Commission and I won't deal with them 


all. I just want you to know that there were some in there 
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that both as a westerner and 3 C.P.R. man I found rather 
provocative. 

Now, you say on page les 

"The arguments presently advanced by the C.P.R. 

are, for all practical purposes, the same as those 
offered by them before the Parliamentary Committee on 
Transportation in 1922, Indeed, the circumstances as 
they exist today, are similer in almost 9ll respects 
to those which existed at that time." 

Now, in 1922, Mr, Wesson, the ratio of net to 
Gross carnings on the Canadian Pacific wag 155334 *itnnloge 
that had fallen to 5.18. 

THE CHAIRMAN: The first figure was? 

MR SINCLAIR: 15.38, my lord -- now 5.18. 

THE WITNESS: Could I ask you if you are dealing 
now with grain revenue or all freight? 

MR SINCLAIR: All rail revenue. 

MR SHEPARD: That is rail only, isn't it? 

MR SINCLAIR: I said rail revenue. Now, that is 
one circumstance thst is a little different today, I think 
you will segree? 

THE WITNESS: It depends, sir, on how this question 
is to be approached from the standpoint of farm income and 
its relationship to the general economy of the Canadian 
Pacific Railway as well as the general economy of the 
country. 

I think we have said in the brief in dealing with 
labour that there should be a balanced economy. I think I 
Said before, if you would just let me carry on for a moment -- 

MR SINCLAIR: Q. Oh, yes, I cam very sorry. 

A. I said when learned counsel, Mr. Covert, asked the 
questions that I might have something to say in connection 


with what transpired between 1918 and 1922, and I anticipated 
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it would come in this examination, 

In 1917 and the 1918 crop years, my lord will 
remember that we had 9 Wheat Commission in this country 
which took delivery of 911 the wheatiat a fixed price. 

THE CHAIRMAN: Q. A Wheat Bosra? 

A. No, my lord, it was a Wheat Commission in 1917 and 
1918, 

MR MILLIKEN: Wheat supervisors, I think we called 
them. 

THE WITNESS: And the farmer received a fixed 
price, Speaking from memory I think it was $2.24 in the 
second year and then in 1919 or in readiness for the 1919 
crop, the Wheat Board \ct was passed, the first Wheat Board 
Act. It advanceathe initisl payment end later made final 
payment totalling in all, I think, $2.81 or $2.82 3 bushel. 

MR SINCLAIR: That was the total payment on wheat? 

Ay fies, 20 LOLo the “final payment paid by the 
Wheat Bosrd. The farmers of Western Canada wanted it to 
continue. I think I have said before thet while there was a 
little grumbling over the Crow's Nest Pass rates being 
Suspended, just as long as the farm income was there, they 
did not pay much attention. I think it was once unanimous 
among the fermers efter the 1919 operation by the Wheat 
Board for it to continue and to get away from the speculative 
merket with all its fluctuating prices which they did not 
like and still do not like. However, we did not get a 
Wheat Board. 

I can remember this announcement from the Grsin 
Exchange officials when they said: "If the farmer will forget 
the Wheat Board and let the open market function, we will 
get him $3.00 per bushel." They were not very far wrong, 
because in 1920 the price was $2.73 8 bushel but in 1921 


the price had dropped down $1.10 to a figure of $1.63 in 
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one year and it was in that year the farmers questioned 

the suspension of the Crow's Nest Pass rates. Prices were 
going down, and might I say that the drop to $1.63 a 

bushel hed nothing to do with freight rates because freight 
rates remained unaltered during the entire period. That 
was in 1921 when the farmers started to put up their 
protest which resulted in thet situation being changed. 

I think learned counsel asked me what my opinion 
is regarding the position in 1922 end 1948. I would take 
it that during the 1922 year the Canadian Pacific would be 
enjoying these higher rates, 

Q. They came off on July 6th in 1922? 

A. In 1922, and I presume you are dealing with a 
calender year end not a grain year? 

Q. Calendar year, 

A, You were dealing with -- you don't mind me asking a 
question for clarity? 

Om No, wot et -all. 

A. In 1922 you would then gave a bigger income from 
the first part of the year than the latter part, all 
depending on volume of tonnage moved? 

Q. Quite so. 

A. So thst when you asked me the question about the 
difference between 15 per cent totel income es against 5 
per cent (I think that wes the figure) I do not think I am 
in e position to answer that question at all. 

THE CHAIRMAN: Well, Mr. Sinclair, we will resume 
tomorrow morning. 


---The Commission adjourned at 4:45 p.m., to meet again 
at 10:30 a.m. on Wednesday, March 29, 1950, 
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